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INTRODUCTION  1 / 


The  purpose  of  the  Marketing  Workshop  held  in  1953  and  those  planned 
for  195U  and  1955  is  to  increase  the  'effectiveness  of  research,  service 
and  educational  work  'in  agricultural  marketing  try  providing  persons 
^engaged  in  such  work  with  the  opportunity  to  clarify  objectives,  im- 
prove methodology,  and  increase  the  effectiveness  of  such  work  with 
special  attention  to  the  contributions  of  and  interrelationships  among 
research,  service  and  educational  programs,  in  the  solution  of  specific 
marketing  problems»  The  specific  purpose  of  the  1953  Workshop  was 
"To  improve  the  effectiveness  of  research.,  service  and  extension  work 
dealing  with  the  organization  and  facilities  for  the  marketing  of 
agricultural  products  by  providing  those  engaged  in  such  work  with  the 
opportunity  to  strengthen  their  professional  competence©" 

Emphasis  given  to  marketing  work  by  the  Research,  and  Marketing  Met  of 
19U6  created  a need  for  a-,  training  program,,  Initial  impetus  was  given 
to*  improvement  of  training  of  professional  workers  in,  tie  field  of 
agricultural  -marketing  by  the.  Joint  Land  Grant  College  — USDA  Committee 
on  Training  for  Government  Service  under  the  co-chairmanship  of 
Ct  E*  iriley,  former  President  of  Iowa  State  College,,,  and.  To  Roy  Reid, 
Director  of  Personnel  of  the  Department  of  Agricultures, 

The  1953  "Workshop  was  a direct  outgrowth  of  Marketing  Research  Work- 
shops' held  in  1 1950,  1951  and  1952$  At  the  closing  session  of 
the  1952  Workshop  it  was  recommended  that  an  annual  Workshop  for 
those  engaged  in  marketing  research  be  continued  for  three  more  years 
and  that  there  be  mere  opportunity  for  exchange  of  ideas  between  those 
engaged  in  marketing  research  and  those  doing  educational  and  service 
work  in  the  marketing  of  agricultural  products 0 

A committee  representing  the  three  state  agencies  engaged  in  marketing 
work  and  the  Department  of  Agriculture  developed  broad  plans-  for  three 
Workshops©  These  plans  were  approved  by  the  Land  Grant  College  Associ- 
ation following  ap  proval  by  the  Experiment  Station  Committee  on  Organ- 
ization and-  Policy,  the  Extension  Committee,  on  Organization  and  Policy, 
and  the ‘Joint  Committee  on  Training,  and  also  by  the  Marketing  Advisory 
Committee  of  the  State  Departments  of.  Agriculture*  These  plans  provided 
for  Workshops  for  research,  service  and  extension  workers  to  be  held: 

‘I*  In  1953  ’in  a Western  State  on  the  topic:  "Modernizing 

Market  Organization,  Structure  and  Facilities;, 


l/  Prepared  by  Barnard  Joy,.  Assistant  to  the  Administrator, 

Agricultural- Research  Administration,  and  Executive  Secretary 
of  the  Workshop*  ■ 
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2.  In  195U  in  a Worth  eastern  State  on  the  topic:  "Developing 

and  Applying  Information  for  Effective  Buying  and  Selling," 

3^  In  1955  in  a IJidvrestern  or  South  Central  State  on  the  topic: 
"Obtaining  Efficient  Use  of  Labor,  Equipment  and  Other  Mar- 
ket Resources," 

The  membership  of  this  committee  v/as: 

Paul  Wystrom,  Head,  Department  of  Agricultural  Economics  and 
liarketing.  University  of  Maryland,  College  Park, 
Maryland  — Chairman 

21,  C,  Bond,  Professor  of  liarketing  and  Extension,  Cornell 
University,  Ithaca,  Wen;  York 

A,  J©  Brov/n,  Head,  Department  of  agricultural  Economics,  College 
of  agriculture.  University  of  Kentucky,  Lexington, 
Kentucky 

J©  A,  ^infield.  Director  of  Division  of  Markets,  State  of  Worth 
Carolina,  Raleigh,  Worth  Carolina 
Earl  Glover,  Production  and  Marketing  administration,  USBA 
R,  C©  Scott,  Extension  oervice,  USDA 
H,  Southvorth,  Bureau  of  .-.gricultural  Economics,  USDA 
Ha  C*  Trelogan,  Agricultural  Research  administration,  USDA 

- Consultant 

Barnard  Joy,  Agricultural  Research  Administration,  USDA 

- Secretary 

The  co-chairmen  of  the  Joint  Committee  on  Training  xie re  authorized 
to  appoint  committees  to  develop  plans  for  and  to  assist  vrith  the  con- 
duct of  each  'Workshop©  The  membership  of  the  committee  for  the  1953 
'Workshop  mas: 

R,  G,  Dressier,  Director,  Giannini  Foundation,  University  of 
California,  Berkeley,  California  - Chairman 
Wendell  Calhoun,  Bureau  of  agricultural  Economics,  USDA, 

Berkeley,  California 

C*  J*  Carey,  Chief,  Division  of  marketing,  California  State 

Department  of  Agriculture,  Sacramento,  California 
G©  alvin  Carpenter,  .Assistant  Director,  agricultural  Extension 
oervice,  Logan,  Utah 

W©  H©  Elliott,  Liarketing  Facilities  Research  Branch,  Production 

and  marketing  Administration,  USDA,  Washington,  D,C, 
A.  H,  Harrington,  Head,  Department  of  agricultural  Economics, 
College  of  Agriculture,  Pullman,  Washington 
R«  C,  Scott,  Extension  Service,  USDA,  Washington,  D.  C. 

> ..  f 

Barnard  Joy,  Assistant  to  the  Administrator,  Agricultural  Rosoarch 
Administration,  USDA  served  as  secretary  of  the  committee  and  as 
executive  secretary  of  the  Workshop© 


The  program  developed  by  the  committee  was  approve^  hy  the  Joint  Com- 
. mi t tee  on  Training  :*  its  meeting  held  April  24,  1953o 

Directors  of  Experiment  stations.  Directors  of  Extension  Services  and 
Commissioners  of  Departments  of  Agriculture  in  each  of  the  states  and 
Chiefs  of  Federal  agencies  were  ask3d  to  send  representatives  '/ho  were 
engaged  in  marketing  research,  extension,  and  service  work  dealing  with 
market  organization  and f acidities * ' 

Experiment  Station  Directors  in  17  states  responded  to  this  invitation 
by  sending  19  representatives ; Extension  Directors  in  9 states  sent 
10  representatives*  Commissioners  of  agriculture  in  6 states  sent  11 
representatives;  Chiefs  in  9 Federal  agencies  sent  20  representatives* 
'These  60  persons  with  16  members  of  the  staff  of  the  Berkeley  campus 
of  the  University  of  California  and  6 from  other  campuses  and  colleges 
in  California  made  up  the  group  of  82  that  participated  throughout  as 
members  of  the  "Workshop  0 In  addition,  there  were  five  speakers  who 
were  unable  to  stay  for  a sufficient  length  of  time  to  participate  in 
work  group  meetings  and  several  guests  who  attended  one  or  more  of  the 
general  sessions e 

Background  material  that  stimulated  the  thinking  of  the  group  was 
given  in  9 presentations  made  at  8 general  sessions 0 Approximately 
one-half  of  the  IS  hours  spent  in  11  general  sessions  was  devoted  to 
presentations  by  speakers  and  one-half  to  questions  and  discussion 
from  th e floor. 

The  membership  of  the  Workshop  was  divided  into  6 groups.  Each  of  these 
groups  had  9 sessions  totaling  17  hours  and  30  minutes*  The  secretary 
of  each  group  prepared  a report  on  the  topic  considered  by  the  group* 

The  last  four  general  s essions  were  devoted  to  presentation  of  these 
six  reports  and  discussion  of  them  by  the  entire  membership* 

The  group  thinking  processes  utilized  throughout  the  Workshop  recognized 
that  each  participant  was  expected  to  contribute  from  his  own  experience 
and  was  expected  to  receive  help  from  the  contributions  made  by  other 
participants.  Emphasis  was  placed  upon  each  participant  becoming  acquain- 
ted, personally,  with  each  other  participant  so  that  the  helpful  exchange 
of  ideas  would  take  place  during  meals  and  other  free  periods,  as  well  as 
during  scheduled  sessions* 

Four  tours  and  five  dinner  meetings  provided  opportunity  to  take  advan- 
tage of  some  of  the  many  interesting  resources  available  at  or  near  the 
University  of  California*  Dome  of  these  we re  not  directly  related  to 
marketing.  An  important  characteristic  of  the  Workshop  was  its  flexi- 
bility, Ad  hoc  meetings  were  scheduled  for  those  who  had  a common 
interest  in  a particular  problem© 

In  addition  to  providing  transportation  and  very  excellent  accommoda- 
tions for  meetings,  meals  and  lodging,  the  University  of  California 
staff  under  the  leadership  of  R,  G,  Bressler,  Jr.,  and  D„  A,  Clarke,  Jr,, 
chairman  of  the  committee  on  local  arrangements,  provided  for  a variety 
of  recreational  activities©  They  also  provided  secretarial  service 
and  service  for  duplicating  the  presentations  made  at  general  sessions. 


At  its  final  session  the  Workshop  adopted  resolutions  expressing  appre- 
ciation to  the  University  of  California  and  members  of  its  staff  for 
the  fine  accommodations,  for  the  contributions  to  the  program  and  for 
"delightful  hospitality" ; to  State  Experiment  Station  Directors;  Exten- 
sion Directors  and  Commissioners  of  Agriculture;  and  Agency  Heads  for 
making  possible  the  attendance  of  members  of  their  staffs;  and  to  the 
Land  Gr.nt  College  Association  and  the  agricultural  Research  adminis- 
tration for  their  sponsorship  of  the  Workshop* 
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PROGRAM 


Thursday^  August. 6 

' 1 ?4  • . 

• - ■ ( : - 

1:00  8:00  Registration. 


Lobby , Fernwald  Hall 


8:00  - 16:00  Get-acquainted  coffee  hour,  Fernwald  Hall 

Courtesy  of  Agricultural  Economics  Staff, 
University 'of  California 


Friday  it  Augus  t 7 

• "9:00  A l6:U5  General'  Session 
Chairman  ••••»•. 


* • r » * « 


■ Room  120 


»R«  G*  Bressler,  Director 
Giannini  Foundation 
University  of  California 


The  Need  for  Modernizing  Market  Organization, 

. Structure,  and 'Facilities- #••••••.•.. ........ 

F.  R*  Wilcox,  Assistant  General 
Manager,  Sunkist  Growers 
'•  ••  ' ■ - • Los*  Angeles,  California 

Plans  for 'Work  Group  Meetings  

Barnard  Joy,  Assistant  to  the 
Administrator,  ARA,  and  Execu- 
A • • .tive  Secretary  of  the  Workshop 


11:00  TWork1  Group  Meetings 


_ Work  Group  A “ - Room  137 

Shipping.  Point,,  and  Terminal,  Markets 

'Chairman  •••... W,»  -Hv  .Elliott,  Staff  Assistant 

Marketing  & Facilities  Research 
Branch,  Production  & Marketing 
Administration 

Secretary  »•••••.  R,  B*  Donaldson,  Professor,  Agricul- 
tural Economics  Extension, 
Pennsylvania  State  College 

Consultant  •••«•«  Laurence  A*  Bevan,  Director 

"yl:>  ■'  Cooperative  Extension  Service 

University  of  New  Hampshire 
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Friday,  August  7 (Continued) 

Work  Group  B Room  133 

Processing,  Transportation# 
and  Storage  Facilities'0 

Chairman  ••••••••  Bennett  S*  white,"  Jr*,  Head' 

Division  of  Marketing  & Transpor- 
tation Research,  Bureau  of 
Agricultural  Economics  - 

Secretary  J,  C*  Winter,  Staff  Assistant  for 

Transportation,  Marketing  & 
Facilities  Research  Branch 
Production  & Marketing  Administration 

Consultant  «♦•♦«♦  John  A*  Winfield,  Director,  Division 

of  Markets,  N*  C#  Department  of 
Agriculture 

• .*  j p * t » **  » 

Work  Group  C - Room  131 

Retail  Markets 

Chairman  ♦••■••••♦..Raymond  C,  ^>cott,  Extension  Econ- 
' * ” omist.  Extension  Service 

Secretary  ♦♦•••♦•  (Avon  L#  Brough,  Jr«,  Associate  Prof,, 

Department  of  Agricultural  Econ- 
omicSj  State  College  of  Washing- 
ton 

Consultant  ♦♦•••«  Paul  E,  Nystrom,  Head,  Department 

of  Agricultural  Economics  and 
Marketing,  University  of  Maryland 

Work  Group  D - Room  110 

Principles  of  Market  Organization 

Ohairman, •♦♦♦• ••  R,  G*  Bressler,  Director,  Giannini 

Foundation,  University  of 
California 

Secretary  ••••••  John  G,  licNeely,  Professor  of  Agricul- 

. tural  Economics,  College  of 
*'  ' Texas  A and  M 

Consultant  ».««•  W*  C,  Crow,  Director,  Marketing  and 

^ Facilities  Research  Branch,  Pro- 
duction & Marketing  Administration 
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Fridays  August  ? (Continued) 

Work  Group  E - - Room  135-- 

Market  Regulation  and  Control 

* r « * » # . II  III  w ' !»■!  H-  BWII',  H mm  nm  i— » 

Chairman  ou.Aooo.c  C,  Jo  carey^.vChief , Division  of 

Marketing,  California  Department 
of  Agriculture 

Secretary  ««<,,•«•  J«  S„  Hillman,  Assistant  Professor 
’ " " Agricultural  Economics 

University  of  Arizona 

Consultant  H»  C0  Irelogan,  Assistant  Adminis- 

trator, Agricultural  Research 
Administration  . . 


Work  Group  F - Room  130 

Economic  and  Engineering  Methods 
in  ’Mar’ket'frfP  'Research 


Chairman  off <>e* c*.»  Fc  C«  ..inter.  Consulting  Industrial 

Engineer,  Taeneck,  Herr  Jersey 

‘ ‘ ‘ 'Secretaries  eoocoo  B*  C*  french.  Cooperative  Agent, 

Calif or nia-BAE,  University  of 

California 

L»  L*  Sammet,  Cooperative  Agent, 

Calif or nia-BAE,  University  of 
California  ‘ : :- 

Consultant  osoo**  Robert  M*  Walsh,  Deputy  Assistant 

Administrator  of  Marketing 
Agricultural  Research  Administration 

1:00  - 3:00  General  SesSioA*  * Room  120 

Chairman  t*oc oo I*  Wo  W„  Armehtrout,  Head,  Department 
J ; of  Agricultural  Economics  & Rural 

' Sociology,  West  Virginia  Univ„ 

' Barriers’ to"  Mal’kfet  Improvement  c««o««eo«e«»*«t«e*»  <»• 

..  „ H«.  C0  I’relogan,  Assistant  Admin- 

is tr a tor,  Agricultural  Research 
Administration 

• ; 6:00  Dinner  Meeting  - Fernwald  Hall 

Ho  Re  lJellman,  Vice  .President,.  :. 
Agricultural  Sciences,  Univer- 
; sity  of  California 


Chairman 


QtfftOffoa 
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Friday,  August  7 (Continued)  . . \ 

The  California  Department  of  Agriculture  ••••••«»•* 

W*  C.  Jacobsen,  Assistant  Director 
California  Department  of  Agricul- 
ture 

The  University  of  California  •*»•*•«•«•*•»* •»•••««• 

E#  C*  Voorbies,  Vice  Chairman,  Depart- 
' ment  of  Agricultural  Economics 
University  of  California 


Saturday,  August  8 

8:l5  — 9ihS  General  Session  - Room  120 

Chairman  *««»#•*•  R#  Bf  Donaldson,  Frofessor  of 

Agricultural  Economics  Extension 
Pennsylvania  State  College 

Research,  Service  and  Extension  — Partners  in  the 
Solution  of  Marketing  Problems 

Paul  E*  Ny strom,  Head,  Department 
of  Economics  and  Marketing 
University  of  Maryland 

10:00  — 11:U£  Work  Group  Sessions 

1:00  3s 00  Three  sectional  meetings  for: 

(1)  Research  Workers  Room  110 

Chairman  •«»«  R*  M*  ’-^alsh 

(2)  Members  of  Staffs  of  State  Room  120' 

, Departments  of  Agriculture 

and  Bureaus  of  Markets 

Chairman  J*  A#  J infield 

(3)  Extension  Workers  Room  130 

Chairman  «f ,,«Laurence  A*  Bevan 


Sunday,  August  9 

9:00  — 6:00  Tour  of  San  Joaquin-Deita  area 


Sunday,  August  9 (Continued).  c"“"'  : 

6j30  Dinner  — ^ernwald  Hall 

Chairman  •»•••  • • « D0..A<>  Clarke,  Jr,,  Asst0  Professor 

Agricultural  Economics 
University  of  California 

Movie:  “Better  Oranges”  — Courtesy  of  Food 'Machinery 

and  Chemical  Corporation  . 

Monday,  August ' 10  ' ' 

8:l£  - 9s U5  General  Session  — Room  120 

Chairman  PTendell  Calhoun,  Agricultural  Economist 

" " " . . Bureau  of  Agricultural  Economics 

A •'.*  ’ ■ Berkeley,  California 

Problems  and  Progress  in  the  Improvement  of  Market 

Facilities  0 *>*©*•*  1««ro  C©  Cron,  Director,  ; Marketing 

and  Facilities  Research  Branch 
Production  & Marketing  Admin© 

10:00  - 11;U5  Pork  Group  Sessions 

11: U5  — 3s 00  Tour  and  lunch  at  Lucky  Store  warehouse 

3;l£  — 3sl5  . Work  Group  Sessions 


Tuesday,  August  11 

8:15  - 9s U5  - General  Session  ** 


Room  120 


Chairman  C,  Iiaut,  Director,  Agricultural 

Experiment  Station,  College" Park 
Maryland  _ ... 


Interactions  between  Technology  and  Hie  Food  Marketing 
Process  ©eoeo**V*»  Van  Arsdel,  Associate  Director 

Western  Regional  Research  Laboratory 


Impact  of  Mechanization  on  Agricultural  Marketing  and 
Production  o® o C0  G©  Barr,  Senior  Biologist 
.....  ■ Central. Research  Department 

. ; . Food  Machinery  & Chemical  Corp. 


lOsOO  11:U5  Work  Group.  Sessions 
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Tuesday,  August  11  (Continued) 

1:00  - 3:00  'dork  Group  Sessions 

3:15  , Tour  of  'western  Regional  Research  Laboratory 

Albany,  California 


Wednesday,  August  12  . 

8:15  - 9:00  General  Session  Room  120 

Chairman  Hugh  A*  Johnson,  Agricultural  Economist 

Agricultural  Experiment' Station 
Palmer,  Alaska 

Research  in  Market  Organization  and  Facilities: 

Appraisal  of  Current  Work  and  Future  Need 

Robert  M.  Walsh,  Deputy  Assistant 
Administrator,  Agricultural 
Research  Administration 

?:15>  - 11:U5  Work  Group  Sessions 


1:00  — 3*60  General  Session  Room  120 

Chairman  «. W«  B*  Stout,  Experiment  Station 

. Administrator,  Office  of  Experi- 
ment Stations 

Discussion  of  research  in  market  organization  and 
facilities,  including  reports  from  Work  Groups  A, 

B and  C. 


3:00  - 9:30  Tour  of  Muir  Woods -San  Francisco 
Thursday,'  August  13 


8:l5  - 9:00  General  Session  Room  120 

Chairman  ..  B.  M.  Morell,  Head,  Division  of 

Agricultural  Economics 
Department  of  Agriculture  of 
Puerto  Rico 

Service  Programs  of  State  Departments  of  Agriculture 
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and  Facilities:  Appraisal  of  Current  Work  and  Future 

Needs  J,  A*  -/infield.  Director,  Division 
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Thursday,  August  13  (Continued) 

9: 1$  11:U5  Hork  Group  Sessions 

12:00  ««  2:00  Luncheon  Meeting  International  House 

Chairman  e9«o««»«  G«  L,  Mehren,  Professor 

Agricultural  Economics 
University  of  California 

The  Role  of  Marketing  in  Our  Dynamic  Economy 

0o  V o fells.  Chief , Bur eau  of 
Agricultural  Economics 

2:00  - U;00  General  Session  Room  120 

Chairman  Ao  Waller,  Executive  Secretary 
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Commission 

Discussion  of  service  programs  in  market  organization 
and  facilities,  including  reports  from  ‘.fork  Groups  A, 
B and  C * 

6:00  Dinner  Meeting  F ernwald  Hall 

Chairman  ©k.o***;.'*  Eldon  Hi ttvrer,  Chairman,  Depart- 
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University  of  Nevada 

Agricultural  Policy  and  Its  Impact  upon  Market 
Organization  ©«•»«  0,  3©  jfesness,  Head,  Depart- 
ment of  Agricultural  Econ- 
omics, University  of  I linn 0 

Friday,  August  ih 

8:l5  - 9:00  General  Session  ' ' Room  120 

Chairman  o«.  John  J.  McSlroy,  Director  of 

Programs,  California  Extension 
Service 

Extension  Programs  to  Improve  Market  Organization 
and  Facilities:  Appraisal  of  Current  Uork  and 

Future  Need  L,  A,  Bevan,  Director,  Extension 

Service,  University  of  New 
Hampshire 


9ilf>  *■*  11:U£  Hork  Group  Sessions 
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Friday  g August  ll|  (Continued) 

1;00  « 3'- 00  General  Session  Room  120 

Chairman  ocouano*  Ho  Dixon^  Chiefs  Division  of 

Agripultural  Economics 
Extension  Service 

Discussion  of  extension  programs  in  market  organiza 
tion  and  facilities-  including  reports  from  Work 
Groups  k3  Bs  and  C0 

3*.  15  5:00  General  Session  Room  120 

Reports  of  Work  Groups  D,  E and  F 
6:00  Dinner  Meeting  Fernwald  Hall 

Summary  of  the  Workshop 
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Presentation  at  General  Session 
> Friday  morning^  August  7 

THE  WEED  FO$  MODERNIZING . MARKET  ORGANIZATION,'  STRUCTURE  AND  FACILITIES 

F0  Ro  Viilcox,  Assistant  General  Manager 
• Sunkist  Growers,  Inc0 
• L03  Angeles,  California 


California  is  honored  to  have  the  National  Marketing  Workshop  in  Berkeley, 

I am  sure  other  organizations  join  me  in  inviting  you  to  inspect  the 
marketing  facilities  which  are  available  to  farm  people  in  this  state. 

Department  of  Agriculture  data  show  that  5 2 percent  of  the  1952  consumer 
dollar  was  absorbed  in  the  marketing  process.  Consequently  the  subject 
assigned  to  me  is  of  major  importance  to  both  consumers  and  producers,, 

It  also  indicates  that  there  may  be  some  possibility  of  further  improve- 
ments; most  of  which  must  result  from  research  conducted  by  business  and 
public  institutions© 

This  group  will  recognize  the  close  relationship  between  production  and 
marketing  and  for  that  reason  I should  like  to  emphasize  the  importance 
of  continued  improvement  in  the  field  of  production  of  foods  and  fibers* 

Many  of  the  marketing  problems  in  this  state  are  directly  related  to 
production©  Typical  of  these  problems  is  the  production  of  small-sized 
oranges  over  the  past  several  years  w&ich  is  the  number  one  job  to  correct 
in  our  industry.  I should  like  to  assume  that  in  the  further  discussion 
of  our  marketing  problems  we  can  rely  on  improved  production  both  with 
respect  to  quantity  and  quality* 

A starting  point  for  market  research  might  well  be  in  the  field  of  utiliza- 
tion© In  my  opinion,  the  outstanding  success  of  research  during  idle  last 
two  decades  has  been  the  development  of  new  products  and  new  uses0  In 
spite  of  the  progress,  this  field  offers  great  opportunities®  I am  sure 
that  the  substantial  increased  production  of  citrus  fruits  has  been  absorbed 
at  reasonably  fair  prices  only  because  of  the  development  of  new  consumer 
products.  The  cotton  industry  is  doing  much  in  this  field  to  strengthen 
otton’s  competitive  relationship  to  synthetic  materials  and  will  do  much 
uo  bring  together  supply  and  demand,  provided  prices  are  not  held  at  a 
fictitiously  high  level  over  a long  period  of  years* 

Research  work  having  to  do  with  new  products  logically  takes  on  two  aspects^ 
first,  the  physical  development  of  products  themselves  which  requires 
laboratory  facilities  and  technique  which  ordinarily  cannot  be  supplied  by 
farm  people*  This  is  a logical  field  for  development  by  federal  and  state 
institutions  and  I would  encourage  the  full  use  of  commercial  laboratories 
wherever  proper  relationships  can  be  developed  and  where  producers  mil 
share  in  the  benefits*  The  second  phase  cf  this  work,  thich  has  been 
largely  neglected,  has  to  do  with  studies  involving  consumer  acceptability** 


Little  value  will  result  from  the  development  of  products  unless  consumers 
are  willing  to  make  purchases,,  Pt  would  seem  to  me  that  the  Bureau  of 
Home  Economics  working  with  state  universities  could  well  devote  a portion 
of  their  time  to  a practical  survey  of  consumer  wants.  Such  a survey  would 
not  only  involve  the  acceptability  of  products  but  'would  also  involve  such 
things  as.  packaging size  of  container  * and  pricings  . ... 

In  connection  with  .utilization,  I think  we  have  failed  in  some  instances  .- 
to' stress  sufficiently* the  use  of  many  farm  products  in  their  natural  form 
which  in  many  instances  best  serves  both  oroducers  and  consumers.  In  this 
connection  the  ’’Freshness" program  now  being  conducted  under. the  supervision 
of  the  Dnited  Fresh  Fruit  and  Vegetable  Association  should  serve  as  a 
testing  . ground  for  research  workers  in  this  fields 

The  importance  of  preparing  farm  products  for  markets  is  v/ell  understood 
but  here  :again  .changing  consumer  habits  and  facilities  make  this  a fertile 
field  for  research  work.  Preparation  costs  are  high  and  the  effort  to 
reduce  costs  should  receive  full  attention.  In  this  connection  I use  our 
own  industry  as  an  example  of  definite  improvement  brought  about  through 
research  efforts  of  the  University -of  California  and  the;  Department  of 
Agriculture.  A recent  study  made  by  Drs.  Tinley  and  Smith  indicate  a 
savings  in  the  packaging  of  lemons  of  36^  per  packed  box  which  represents  . 
a reduction  of  about  22  percent  from  the  fobmer  Cost*  If  this  saving  can 
also  bp  made  in  oranges  and  grapefruit,  it  will  represent  an  annual  saving 
to  the  citrus  industry  in  California: of  .10,000,000,  In  this  field  parti- 
cularly I want  to  urge  close  working  relationships  between  research  agencies 
and  industry,..  Without  this  I think  we  lose  the  advantage  of  experience 
and  also  in  many  instances,  fail  to  have  the  new  findings  accepted  by  the 
operating,  end  of  the  industry.  It  is  my  opinion  that  substantial  savings 
in  research,  expenditures -can  be  made  if  industry  facilities  and  ” know-how”, , 
are  used.  Again  merely  for  purposes  of  example  I point  out  that  oUr  own 
industry  has  established  an  industrywide  committee  charged  with  the 
responsibility  of  working  with  research  reo  He  having  to  do  with  the 
physical  handling  of  fresh  citrus  fruits.  . . . 

Transportation  of  farm- food  products  involves  an  estimated  annual  expendi- 
ture of.  )2§  billion*  Before  outlining  some  fields  of  vrork,  I should  like 
to  commend  our  existing  transoortation  organizations  for  the  relatively 
small  increases  of  costs  for  transportation  as  compared  to  most  other 
services,.,  We.  have  experienced  an  increased  cost  between  19U0  and  the 
present  time  of  37  percent  in  transportation.  This' compares  to  an  increase' 
of  over  100  percent  in  most  other  segments  of  our  costs.  In  spite  of  this, 
improvements  not. only  cost-wise  but  in  the  matter  of  service  can  be  made* 

One  has- to  do  .with.  refrigeration  before,  during  and  subsequent’ to  actual 
hauling.  ,In  spite  of  the  fact  that  fan  cars  have  definitely  proved  their 
value,  I am  advised  that  only  about  half  of  the  present  reefer-  cars  are 
equipped  with  fanse.  Savings  in  reefer  costs  through  mechanical  refrigera- 
tion should  be  studied  more  intently.  Here  again  I wpuld  encourage  Close 
cooperation  between  the  public  agencies,  railraods,  and  ethers.  Isolated 
pieces  of  . research  would  be  futile  and  more  costly  than  is  necessary,, 
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I' am  also  convinced  that  there  needs  to  be  basic  studies  in  the  field  of 
transportation  looking  towards  faster  service  for  perishable  products  and 
also  the  relationship  between  rail,  truck,  and  possibly  other  types  of 
transportation  services.  More  and  more  of  our  perishables,  and  I am  sure 
other  oroducts  on  the  Pacific  Coast,  are  being  hauled  by  truck.  This  has 
resulted  in  less  business  for  railroads,  which  according  to  basic  principles, 
would  prevent  substantial  decreases  in  rail  transportation  costs.  The 
relationships  between  costs  and  the  various  types  of  transportation  facil- 
ities need  to  be  analyzed  much  more  completely  than  has  been  done. 

In  the  matter  of  transporting  farm  products  a careful  analysis  of  future 
barriers  needs  to  be  made.  This  involves  future  restrictions  on  highways, 
state  inspection  service,  and  state  regulations  having  to  do  with  packaging 
and  the  quality  of  merchandise  which  is  permitted  to  be  sold.  Most  of 
these  matters  should  be  handled  on  a national  basis  rather  than  through 
the  establishment  of  state  barriers  based  upon  the  various  political 
interests  of  forty-eight  geographical  divisions. 

Statistical  reports  indicate  that  the  so-called  trade  margins,  including 
wholesaling,  jobbing,  and  retailing,  absorb' from  25  percent  to  as  much  as 
80  percent  of  the  price  paid  by  consumers  for  food  and  fibers.  There  is 
no r indication  that  any  of  these  charges  under  present  conditions  are 
excessively  high.  If  they  were  it  would  perhaps  be  an  inducement  under 
our  free  enterprise  system  for  new  persons  to  enter  the  fieldc  It  there- 
fore seems  to  me  that  any  research  work  should  be  directed  toward  improving 
basic  conditions  in  the  field  of  merchandising  rather  than  directed  at  a 
rather  common  accusation  that  costs  are  too  high.  In  this  connection  I am. 
very  critical  of  the  work  which  has  been  done  to  date.  In  my  opinion  it 
has  been  directed  merely  at  the  accumulation  of  great  masses  of  data  having 
to  do  with  wholesale  and  retail  prices,  I am  sure  much  of  these  data  could 
have  been  furnished  by  marketing  agencies  such  as  our  own.  Furthermore,  I 
think  so  much  data  has  been  accumulated  that  it  has  prevented  a careful 
analysis  of  the  material  and  has  overshadowed  any  possible  practical  con- 
clusions® I would  refer  specifically  to  studies  in  Pittsburgh  and  Cleve- 
land made  in  1950  which  were  just  released  and  which  in  my  opinion,  at 
this  late  date,  give  little  or  no  information  upon  which  one  can  base  any 
modifications  of  a sales  program,  borne  years  ago  a study  was  started  in 
Denver,  Colorado.  To  date  we  have  had  no  results  of  this  work. 

Rather  than  just  being  critical  1 should  like  to  suggest  some  practical 
lines  of  approaching  this  very  important  field.  First,  I think  any  studies 
of  retailing  and  wholesaling  need  to  analyze  costs  rather  than  charges. 

I have  been  told  that  this  isv  quite  impossible.  In  my  opinion  that  is  not 
so.  Our  state  institutions  and  others  throughout  the  country  made  definite 
and  accurate  studies  of  farm  production  costs  which  separate  not  only 
profits  but  such  items  as  depreciation  and  interest.  It  is  this  type  of 
study  which  should  be  made  rather  than  the  types  of  studies  which  have  been 
in  progress.  The  next  field  of  study  should  be  the  actual  handling  of 
merchandise  both  through  wholesale  and  resale  distributors,  Here  I should 
like  to  commend  the  work  done  by  the  Department  in  connection  with  terminal 
facilities.  These  have  and  will  continue  to  serve  as  a sound  basis  for 
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improvement.  I. also  feel,  that  the  funds  spent  through  the  United  Fresh 
Fruit  and  Vegetable  .Association  teaching  improved  handling  have  been  very 
worthwhile.  There  is  still  much  room  for  further  work  along  these  lines 
and  again  it  is  essential  to  collaborate  closely  with  industry  because  it 
does  little. good  to  amass  piles  of  statistics  or  to  make  even  practical 
recommendations  unless  they  can  be  put  to  practical  use.  Let's  suppose, 
for  example,  that  we  do  find  the  costs  of  retailing  for  any  given  commodity 
were  too  high.,  he  need  to  know  what  to  do  about  it  and'  that  involves 
relationship  with  top  management  in  the  field  of  wholesaling  and  retailing. 

In  this  connection  also  I should  like  to  suggest  an  acceleration"  of  studies 
which  will  throw  some  light  oii  methods  of  selling  farm  products.  Some 
years  ago  the  University  of  California  made  a confidential  preliminary 
study  .for  our  own  organization  showing  the  relationship  be  tyre  en  the  price 
in  auction  markets  and  the  price  in  private  sale  markets.  At  the  present 
time  many  salps  devices  are  used.  Perhaps  they  are  all  desirable.  Per- 
haps they  are  being  used  simply  because  someone  started  them  and  they  have 
a historical  background.  Pith  the  exception  of  studies  on  pricing,  I 
recognize  that  this  is  perhaps  the  most  difficult  segment  of  the  whole 
marketing  picture  to  analyze.  let  in  my  opinion  it  offers  real  oppor- 
tunities and  so  I would  suggest  that  the  methods  of  marketing  such  as 
ftO.bo,  delivered,  auction,  and  others  be  studied  with  only  top  people 
participating.  . , •;  . V - 

Next  in  this  field  I would  suggest  consideration  be  given ! to  research  work 
in  the  field  of  advertising  which  is  becoming  more  important  and  which  is 
a sound  program  to  be  conducted  by  farm  people.’  This  somewhat  relate^'to 
my  previous  comments  concerning  consumer  acceptability  and  yet  I think  it 
offers  opportunities  for  not  only  the  specialty  industries  but  the  major 
agricultural  industries  such  as  dairy  and  beef  cattle.  I was  quite  amazed 
some  few  weeks  ago  to  be  present  at  a livestock  meeting  in  Y/ashington  and 
hear  them  discussing  with  some  skepticism  the  desirability  of  increasing 
the  advertising  assessment  against  the  livestock  producers  from  5>0?i  to 
A Id 00  per  car.  In  citrus  we  have  long  spent  as  much  as  $30*00  per  car  on 
fresh  fruit  and  would  be  fearful  of  reducing  it  under  the  highly  competi- 
tive food  conditions  which  exist  today.  Vie  have  found  the  material,  which 
has  been  jointly  accumulated  with  federal  funds  and  industry  funds,  of 
Market  Research  Corporation  of  America  valuable  in  our  analysis  of  market 
opportunities  in  directing  our  advertising  and  merchandising  efforts, 

I should  like  to  make  some  general  comments  merely  for  further  discussion 
of  this  group  which  can  do  much  towards  directing  and  redirecting  research 
efforts.  First,  I strongly  urge  continuing  workshops  such  as  this.  I 
think  they  give  the  opportunity  to  review  research  work  in  the  field  of 
marketing  and  to  weed  out  those  projects  which  will  not  be  beneficial  and 
in  redirecting  efforts  which  will  more  nearly  result  in  improved  marketing 
facilities  and  programs,  I hope  that  the  results  of  this  meeting  will  be 
made  available  not  only  to  state  and  federal  institutions  but  also  to 
operating  marketing  groups  throughout  the  entire  country.  Next,  I should 
like  to  encourage  increased  facilities  for  analyzing  the  results  of 
research  work.  Not  many  farm  people  and  not  a great  number  of  farm 
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organizations  have  the  facilities  to  properly  analyze  research  material 
which  is  given  to  them5  I think  that  the  Extension  oervice  and  other 
groups  lag  behind  in  the  field  of  marketing  and  economics.  It  is  my 
opinion  that  the  dollar  value  of  research  expenditures  could  be  doubled  if 
the  piles  of  iraterial  could  be  analyzed  on  a practical  basis  and  utilized 
by  marketing  groups  with  the  aid  of  trained  people  to  work  with  them. 

Next,  I should  like  to  encourage  more  complete  cooperation  in  the  develop- 
ment of  research  projects  and  in  the  actual  research  work  itself  between 
public  agencies  and  operating  groups.  It  might  even  be  desirable  that 
private  agencies  contribute  either  money  or  manpower  before  research  pro- 
jects were  undertaken  for  their  respective  industries. 

The  timeliness  of  market  research  is  a most  important  factor.  No  one 
realizes  more  than  I the  importance  of  analyzing  constantly  many  of  our 
marketing  problems  in  the  light  of  our  industrial  growth,  changing 
conditions,  and  changing  consumer  habits  and  yet  I feel  that  much  of  the 
marketing  research  must  be  done  promptly  and  the  results  made  available 
on  a minimum  time  basis0  In  this  respect  progress  reports  can  frequently 
be  given  to  the  industries  with  full  recognition  that  final  results  may 
be  obtained  only  in  the  future. 

Lastly,  I should  like  to  urge  that  this  group  fully  recognize  the  importance 
of  highly  trained  people  qualified  to  do  economic  and  marketing  research 
work.  I am  not  satisfied  with  the  number  and  caliber  of  persons  who  are 
being  attracted  into  this  field  in  graduate  schools  and  believe  that 
industry  and  government  jointly  should  develop  a program  which  would  attract 
the  best  minds  to  this  field* 
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Presentations'-  at  General  Session 
Friday  afternoon*  August  7 

BARRIERS  TO  MARKET  EflKOVEMENT  , . 

* • ’ " / ■ 

Harry  Co  Trelogan*  Assistant  Administrator- 
Agricultural  Research  Administration 

Observation  of  old  world  markets  for  agricultural  products  provided  an 
interesting  background  for  discussion  of  the  topic*  "Barriers  to  Marketing 
Improvements,"  A recent  experience*  my  first  trip  to  Europe*  gave  me  an 
opportunity  to  make  such  an  observation®  It  was  a most  enlightening 
experience  particularly  from  the  standpoint  of  obtaining  a better  impres- 
sion, of  how  far  we  have  progressed  in  the  United  States  compared  with  areas 
from  which  our' society*  our  culture*  and  our  economic  system  came® 

The  experience  moves  me  to  eliminate  any  implication  that  might- be  read 
into  the  topic  to  the  effect  that  we  have  not  had  market  improvement  in 
this  country0  Cur  standards  of  sanitation*  labor  efficiency*  and  market 
services  are  so  much  higher  than  those  in  the  parts  of  Europe  that  I saw 
that  the  question  comes  to  mind % How  can  these  archaic  methods * continue 
to  exist  in  nations  of  enlightened  people  who  presumably  have  access  to 
all  the  knowledge  and' examples  of  what  has  been  done- here?  An  answer 
cannot  be  given  quickly  or  easily*  but  some  of  the  causal  factors  that 
occur  to  me'  can  be  cited  and  can  be  drawn  upon  to  develop  the  subject  at 
handc 

The  incentive  to  change*  to  progress  as  we  like  to  think*  does  not.  exist 
in  the  same  degree  there  as  here©  Where  labor  is  relatively  plentiful  and 
cheap*,  there  is  less  incentive  to  develop  3.abor  efficiency,-.  Where  tempera- 
tures are  relatively  low*  there  is  less  need  to  employ  sanitary  precautions© 
Where  there  is  less  opportunity  for  profit*  there  is  less  drive  to  beat  the 
competition© 

Progressive  change  requires  the  expenditure  of  resources**  Capital  tends  to 
be  substituted  for  labor  or  land®  Where  capital  and  material  resources  are 
scarce*  the  opportunity  to  introduce  change  does  not  exist  in  the  same 
degree  as  where  they  are  plentiful® 

Habits*  customs*  and  traditions  are  barriers  to  progress 0 The  longer  they 
exist*  the  more  they  persist®  Associated  with  this  is  the  fact  that  changes 
in  any  one  part  of  a marketing  system  are  dependent  upon  adjustments  in 
other  parts©  Rigidity  at  any  point,  such  as  in  the  wholesaling*  retailing* 
or  consumer  buying*  tends  to  impose  rigidities  upon  the  other  points  in  the 
system*  They  all  have  to  be  attuned  to  each  other©  = . 

Political  institutions  have  a profound  effect  upon  the  ability  to  progress® 
Where  they  limit  areas  of  trade  through  the  imposition  ■ of  political  bound- 
aries that  are  associated  with  the  imposition  or  preservation  of  different 
languages*  measurements*  monetary  systems*  and  regulations*  the  handicaps 
to  progressive  change  become  well-nigh  insurmountable© 


The  presentation  of  such  generalizations,  drawn  from  observation  in 
remote  places,  may  be  interpreted  as  avoiding  the  subject  which  has 
been  assigned  to  me  for  todays  I prefer  to  regard  it  as  a prelude  that 
suggests  problems  close  at  hand  that  do  not  differ  in  kind  but  only  in 
degree#  The  favorable  impression  of  progress  made  in  this  country 
should  not  divert  attention  from  the  opportunities  for  further  progress, 
nor  from  the  barriers  preventing  us  from  taking  full  advantage  of  the 
opportunities  a 

Superiority  of  Resources 

By  comparison  we  have  less  potential  for  market  improvement  than  I have 
noted  els  evil  ere  on  the  grounds  that  we  are  so  far  ahead  but  this  is  in  no 
sense  a barrier  when  consideration  is  given  to  the  advantages  we  enjoy  for 
achieving  further  improvement©'  Our  resources  are  far  superior  in  almost 
every  respect#  Our  facilities,  equipment,  and  supplies .for  marketing  are 
unexcelled©  Moreover,  .we  have  the  industries,  the  commerce,  and  capital 
to  develop  still  better  materials  and  facilities©  In  only  a few  instances 
did  I see  innovations  there  that  appeared  to  offer  advantages  over  what  we 
have  here©  One  of  these  was  the  mechanized  auction  system  widely  used  in 
Holland© 

Our  people,  our  clientele  if  you  wish,  whether  they  be  farmers,  market 
operators  or  consumers,  are  more  conditioned  to  change©  They  have  seal 
so  much  of  it  in  their  lifetime,  they  have  been. favor ably  impressed  with 
its  contribution  to  higher  living  standards,  that  thqy  accept  change  not- 
withstanding all  the  nostalgic  references  to  the  good  old  days0  As  a 
matter  of  fact,  our  citizens  tend  to  look  with  contempt  and  suspician  on 
industries  that  have  not  exhibited  change©  The  charge  that  something  has 
not  changed  in  twenty  years  is  a serious  approbation  here© 

Cur  labor  is  healthier,  better  educated  and  above  all  has  know-how  more 
widely  distributed  than  elsewhere©  This  is  particularly  true  of  mechan- 
ical know-how  upon  which  so  much  of  our  progress  has  been  based0 

Science  Ahead  of  Practice 

Cur  science  is  ahead  of  our  practice©  Me  have  in  this  country  a vast 
store  of  technological  knowledge  and  d evelopments  that  remains  to  be 
fully  utilized  or  exploited©  This  has  been  amply  demonstrated  in  the 
field  of  agricultural  production  by  Dr©  Ba  T©  Shaw  of  the  Agricultural 
Research  Administration©  I am  satisfied  it  is  also  true  in  agricultural 
marketing©  In  relatively  few  instances  can  lack  of  market  improvement 
be  attributed  to  an  inability  to  devise  suitable  physical  or  mechanical 
means©  In  far  more  instances  it  can  be  attributed  to  a lack  of  applica- 
tion of  known  devices  or  methods,.  Actually,  many  of  the  advances  that 
can  be  made  in  farm  production  through  improved  breeding,  cultural  or  har- 
vesting practices  are  held  up  by  existing  marketing  practices  that  fail  to 
provide  the  protection  or  reflect  the  values  for  the  improved  quality 
products®  I cite  the  situations  of  mechanically  harvested  potatoes  and  of 
meat- type  hogs  as  examples®  Conversely,  as  Mr*  Milcox  indicated,  some 
marketing  advances  await  improvements  in  production© 
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Economic  Changes  Behind  Technological  Developments 

In  general,  changes  of  an  economic  or  social  character  have  not  kept  pace 
with  technological  d evelopmentSo  To  make  this  observation  more  concrete 
I cite  the  example  of ■ the  fluid  milk  industry  with  its  restricted’ supply 
areas*  This  example  is  selected  not  because  it  is  unique  but  because  it 
seems  to  be  more  widely  recognized.  Technological  progress  has  long 
since  made  it  possible  to  obtain  safe  urban  milk  supplies  from  wider  areas 
or  in  different  forms  at  less  cost,,  but  man-made  impediments  prevent  the 
adoption  of  the  practices*, 

’what  then  are  the  barriers  to  market  improvement  of  this  sort?  Thqy  may 
be  traced  to  the  minds  of  men*  In  part  it  is  a matter  of  lack  of  compre- 
hension of  opportunities  that  exists  Information  about -technological 
advances  may  be  communicated  to  the  eyes  and  ears  of  recipients  ever  so 
much  more  quickly  through  the  technological  improvements  in  publications, 
air  mail,  telegraph,  telephone,  radio,  and  television.  But  little  progress 
has  been  made  in  the  time  required  to  convert  that  which  meets  the  eye  and 
the  ear  into  decisions  to  act  and  to  use  what  is  known©  For  example,  how- 
many  of  the  modern  improvements  in  communications  are  being  used  to 
assemble  and  transmit  agricultural  marketing  information  more  effectively? 

Marketing  Changes  Incur  Controversy 

Beyond  this,  however,  is  the  fact  that;  market  changes,  no  matter  how  much 
improvement  th^y  involve,  incur  controversy*  Somebody  always  gets  hurt 
in  the  sense  that  some  market  participants  experience  disadvantages©  The 
disadvantages,  moreover,  usually  strike  a most. tender  spot  — the  pocket- 
book®  Unlike  the  competition  in  the  agricultural  production  arena  where 
it  is  man  versus  the  elements,  in  marketing  it  is  man  versus  man©  There- 
fore, opposition  to  change  must  always  be  anticipated  and  the  advocates  of 
marketing  change  have  to  be  prepared  to  encounter  it  no  matter  what  the 
merits  of  the  case  may  be  in  such  generalized  terms  as  social  welfare, 
higher  standards  of  living  or  greater  efficiency a 

All  the  participants  in  agricultural  marketing  do  not  share  the  same 
interests  and,  therefore,  do  not  accept  the  same  views  with  respect  to 
what  constitutes  market  improvement c Competition  characterizes  the  market, 
and  any  change  tends  to  be  approached  by  the  market  participant  from  the 
standpoint  of  "how  will  it  alter  my  competitive  ^position?"  From  this 
point  of  view,  individuals  soon  find  that  there  are  others  who  share  their 
interests  either  pro  or  con  for  any  proposed  change©  There  is  a natural 
tendency  for  those  wipth  similar  views  to  band  together  for  unified  action 
so  it  becomes  group  versus  group  controversyc  This  is  true  even  though 
a group  may  be  comprised  of  buyers  or  sellers  who  are  competitive  in  the 
most  direct  sense©  Thus,  we  find  farmers,  or  wholesalers,  or  retailers, 
or  consumers  who  normally  compete  with  each  other  joining  together  to 
advocate  or  oppose  changes,  Likewise,  groups  that  perform  complementary 
functions  recognize  their  competition  for  the  consumer’s  dollar -and  engage 
in  conflict  when  change  is  proposed*  Thus,  from  time  to  time  we  find 
farmer  groups  pitted  against  consumers,  commodity  group  versus  commodity 
group,  processors  against  distributors,  and  new  industries  against  eld 
industries®  Group  opposition  to  change  constitutes  a most  imposing 
barrier  to  market  improvement. 
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Institutional  Barriers 

Characteristically)  these  conflicting  interests  participating  in  a market 
are  reconciled  through  agreement  on  the  ground  rules  under  which  the 
competition  will  take  placet,  These  tend  to  become  institutionalised  in 
the  form  of  legislation,  regulations,  controls,  agreements  and  orders, 
many  of  which  have  the  force  of  law  and  are  policed.  They  tend  to  be  fit- 
ted to  the  market  arrangements,  the  technology  and  the  compromises  of 
the  time  of  their  introduction.  Although  they  may  be  regarded  as  highly 
desirable  stabilizing  forces  at  the  time  of  introduction,,  they  frequently 
become  extremely  effective  barriers  to  market  improvement*  Anybody  who 
wants  to  change  them  is  confronted,  with  a formidable  task©  Mr.  'J'ilcox 
has  already  alluded  to  some  of  these  barriers  as  they  pertain  to  transpor- 
tation, packaging,  and  qi  ality*  I suggest  that  they  extend  to  many  other 
functions  and  to  many  other  regulatory  bodies  besides  the  U8  states,  he 
mentioned* 

A great  share  of  the  opportunity  for  market  improvement,  nevertheless, 
remains  outside  the  pale  of  rigid  market-  regulations  and  is  largely  in  the 
scope  of  jurisdiction  of  another  institutional  arrangement,  namely, 
company  management*  In  commercial  marketing  this  management,  especially  . 
corporate  management,  holds  an  important  position  in  deciding  the  market 
improvements  that  are  to  be  made  or  even  considered*  .Agricultural  market- 
ing research  workers  must  recognize  this  because,  unlike  physical  and 
biological  scientists,  they  cannot  conduct  their  investigations  in 
isolated  laboratories,;  They  must  conduct  their  studies  in  or  with  opera- 
ting businesses  such  as  processing  plants,  warehouses*  or  stores*  To 
do  this  thqy  must  have  the  consent  and  active  cooperation  of  management* 
Extension  and  service  workers,  will  also  recognize  that,  even  when  possible- 
market  improvements  are  known,  management  must  be  induced  to  adopt  them* 

Management  Barriers 

Dealings  rath  company  management  reveal  some  barriers  that  may  be  cited*  . 
Interest  in  orogress  tends  to  vary  among  managers  inversely  to  the 
relative  prosperity  of  their  company  or  industry  and  directly  with  the 
degree  of  competition  they  face  or  the  imminence  of  threats  to  their 
profit  position*  Good  business  conditions  might'  be  cited  as  barriers-  to 
improvement  and  adversity  as  a stimulant®.  This  is  true  generally  and  in 
application  to  individual  firms*  The  research  man. finds  the  prosperous 
business  man  less  receptive  to  his  ideas*-  He  cannot  argue  with  success* 

A businessman  regards  good  profits  as-  evidence  of  the  rightness  of  his 
judgment  and-  aa  evidence. of  a lack  of  need  for, change* 

Agriculture  is  by  nature  a fluctuating  industry  subject  to-  variable  business 
conditions,  climatic,  and  growing  conditions*  The  individual  industries 
within  agriculture  experience  greater  ups  and  downs  than  .aggregate  data  re- 
flect because  they  tend  to  be  associated  with  crops  that  vary  more  in 
production,  demand  and  prices  than  is  true  for  agriculture  as  a whole* 
Accordingly,  we  find  a wide  range  .of  attitudes  within  agriculture  from  one 
component  industry  to  another  and,  from  time  to  time,  ■ within  a particular 
industry* . 
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The  cotton  industry  ^ for  example,-  under  the  more  direct  threat  of  competition 
from  synthetics,  exhibits  a much  greater  interest  in  research  and  progress 
than  the  food  industries®  Hie  butter  industry  today  seems  to  have  an 
entirely  different  attitude  toward  research  and  progress  than  a few  short 
years  or  months  ago,  and  the  butter  industry  now  exhibits  a keener  interest 
than  other  segments  of  the  dairy  industry® 

The  greatest  interest  in  change,  in  research,  in  improvement  seems  to  be 
exhibited  by  new  up-and-coming  industries  and  by  dying  industries*  Rela- 
tively few  agricultural  industries  fall  in  these  classes.  They  are 
illustrated  by  the  live  poultry  industry  on  the  declining  side  and  the 
frozen  food  industry  on  the  up  side* 

Another  observation  made  among  managers  of  some  industries  is  their  evident 
belief  and  desire  to  have  others  believe  that  their  particular  operations 
represent  the  acme  of  progress  and  their  management  the  vanguard  of 
leadership*  These  people  tend  to  not  only  oppose  research  but  to  resent' 
research  that  reveals  improvements  they  have  not  thought  of  themselves* 

They  do  not  seem  to  hold  the  respect  for  a coaching  staff  as  most  of 
athletic  groups  where  the  top  professionals  utilize  nonplaying  advice  and 
help  to  the  greatest  extent*  Incidentally,  the  relatively  new  activity 
known  as  operations  research  seems  to  be  overcoming  this  barrier  which  I 
am  glad  to  say.  is  not  prevalent  among  all  our  agricultural  marketing 
industries* 

Research  and  Service  Barriers 

t • 

Just  as  apparent  as  this  type  of  barrier  are  the  shortcomings  of  our 
agricultural  marketing  research  or  of  the  research  and  allied  workers 
which  also  merit  attention  at  this  type  of  workshop*  Among  these  must  be 
listed  a lack. of  new  and  productive  ideas  and  a proclivity  to  work  with 
fringe  problems  rather  than  to  get  to  the  heart  of  difficulties  and  propose 
useful  solutions*  It  is  relatively  e a sy  to  maintain  a.  rather  detached  posi- 
tion and  place  the  finger  of  accusation  on  market  elements  that  can  be 
easily  observed  and  recognized,  or  to  make  generalized  criticisms.  It  is 
much  more  difficult  to  chart  a course  of  progress-  or  to  make  specific 
suggestions  for  improvement.  This  is  especially  true  when  the  research 
worker  must  assume  the  obligation  of  proving  or  demonstrating  in  convincing 
fashion  the  benefits  that  would  accrue  from  the  adoption  of  his  proposals* 
This  difficulty  leads  him  to  resort  to  either  perpetual  criticism  or 
descriptive  research  including  mild  suggestions  of  alternatives  from  what 
is  found  and  described© 

. ’ - '•  i 

In  the  effort  to  overcome  some  of  the  difficulties  of  dealing  -with  managers, 
many  cf  our  research  and  .service  workers  prove  to  be  poor  psychologists  <r 
poor  public  relations  men  in  eliciting  management  and  market  employee  sup- 
port* They  frequently  follow;  methods  and  approaches  that  tend  to  build 
up  resistance  instead  of  cooperation*  In  this  area  there  are  some  valu-  - 
able  lessons  to  be  learned  from  operations  research* 
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Another  distinct  .barrier  is  the  unfamiliar ity  of  cm*  research  workers 
with  the  tools  of  marketing  research#  ns  evidence  of  this,  I cite  the 
comments  and  suggestions  ;r  esented  for  marketing  workshops  in  r esponse 
to  an  inquiry  sent -out  during  the  past  year®  Almost  without  exception 
the  respondents  wanted  the  workshops  devoted  to  research  methods  and 
techniques,  emphasizing  statistical  training  as  that  most ' needed.  The 
clear-cut  recognition  of  this  limitation  by  the  research  workers  themselves 
is  the  most  favorable  evidence  that  it  may  be  corrected,  but  I fear  that 
a.  workshop  of  this  short  duration  will  not  suffice.  Here  thorough  training 
in  several  scientific  disciplines  is  needed* 

A closely  allied  shortcoming  among  agricultural  marketing  research  and 
service  workers  is  a lack  of  familiarity  with  some  essential  marketing 
functions  on  which  many  market  improvements  are  dependent®  I cite  trans- 
portation as  an  example*  Harket  organization,  structure,  and  facilities 
which  comprise  the  subject  of  this  workshop  are  profoundly  influenced  by 
transportation  developments®  let,  few  of  our  people  working  in  this  area 
have  more  than  a conversational  knowledge  of  the  subject  or  any  compre- 
hension of  its  theory,  principles,  and  practice*  Me  are  almost  devoid  of 
men  who  have  had  practical  experience  or  professional  training  covering  any 
more  than  small  segments  of  this  very  diverse  and  complex  field®  In  our 
work  we  must  train  and  employ  research  'and  service  workers  who  acquire 
broader  perspective  of  marketing  as  a whole®  The  persistence  of  requests 
for  workshop  groups  to  discuss  specific  commodity  marketing  problems  does 
not  appear  co  me  to  be  in  keeping  with  these  needs© 

Finally,  I should  like  to  cite  as  a barrier  the  institutionalism  that  is 
developing  among  our  agricultural  marketing  workers*  Grouos  associated.  •. 
with  research  agencies,  scientific  disciplines,  geographic  entities,  and 
functional  services  have  tended  to  become  aligned  together  in  a manner' 
that  hampers  needed  teamwork  between-  them*  One  administrator  participating 
in  our  marketing  program  recently  pointed  up  the  situation  When  he  said 
there  is  hardly  a day  passes  without  someone  complaining  to  him  about 
others  having  ideas  that  they  are  supposed  to  have®  They  seek  cease 
and  desist  orders  to  protect  what  they  regard  as  their  particular  domain 
of  agricultural  res  .-arch,  service,  or  education®  Uy  experience  sub- 
stantiates this  observation® 

..hen  this  type  of  complaint  is' not  honored,  another  type  of  problem 
ensues©  It  leads  to  duplication  and  overlapping®  Each  group  wants  its 
own  laboratory  or  service  facilities  or  professional  specialists®  Instead 
of  working  together  as  coordinated  grouos  or  teams  and  employing  the 
principles  of  comparative  advantage,  the  work  is  decimated  so  that  the 
research,  education  and  service  is  less  efficient  and  more  costly®  Both 
difficulties  could  be  resolved  by  breaking  down  the  barriers  between 
the  groups o 

This,  workshop,  which  brings  together  research,  extension,  and  service 
workers  from  many  different  state  and  federal  agencies  from  all  parts  ' 
of  the  country  with  varying  experience  and  responsibilities,  repre- 
sents an  effort  to  break  down  this  type  of  barrier*  We  are  aware  that 
it  goes  in  the  opposite  direction  from  the  many  sugcestions  received 
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that  tlie  sessions  be  devoted  to  more  intensive  consideration  of  specific 
research  methods,  marketing  projects,  or  commodity  problems*  We  are  aware, 
too,  tliat  this  many-sided  approach  of  trying  to  cover  simultaneously 
several  aspects  of  a broad  subject  is  much  more  difficult  to  organize# 

It  may  not  be  satisfying  to  those  of "you  #10  look  for  something  to  sink 
your  teeth  into  right  away  or,  to  quote  still  more  critical  statements 
received  from  past  participants,  who  expect  " something  to  take  home  to 
solve  the  problem  on  which;  you  are  now  engaged"  and  to  teach  to  your 
professional  associates*  It  may,  on  the  other  hand,  give  you  a better 
understanding  of  the  men,  the  abilities,  the  resources,  the  activities 
going  along  with  your  own  in  the  quest  for  agricultural  market  improve- 
ments e If  it  gives  you  any  effective  ideas  on  where  you  can  draw  upon  the 
help  of  others,  on  how  you  can  broaden- your  perspective,  on  how  your  work 
is  viewed  by  others  who  are  dependent  upon  it  and  thereby  helps  you  to 
imorove  the  utility  of  your  own  work,  I shall  regard  the  workshop  as  suc- 
cessful* For  this  workshop,  at  .least,  the  aim  of  obtaining  more  coordina- 
tion between  your  several  activities  is  ranked  as  high  as  the  objective 
of  improving  your  proficiency  as  a specialist*  These  two  goals,  I submit, 
are  not  inconsistent*  Specialization  is  inevitably  accompanied  by  inter- 
dependence of  individuals,  agencies,  and  types  of  work*  It  must  be 
accompanied  by  effective  coordination  of  effort*  life  hope  that  some  prog- 
ress toward  that  end  will  result  from  this  endeavor*  ■ 

Please  recognize  that  the  workshop  is  not  designed  to  equip  you  to  do  the 
other  fellow’s  job.  It  is  intended  to  help  you  help  him  by  effective 
cpmplementation  of  effort  in  seeking  improved  market  organization  and- 
facilities# 
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RESEARCH,  SERVICE,  AW  EXTENSION 
PARTNERS'  IN  THE  SOLUTION  OF  MARKETING  PROBLEMS  . ; 

Paul  E.  Ny strom 

Department  of  Agricultural  Economics  and  Marketing 
' • ' University  of  Maryland  - 

Introduction 

Attending  this  Workshop  is  like  a homecoming  to  me  for  I am  not  only  a 
native  son  of  California,  but  also  I -am  a graduate  of  the  University  of 
California  to  thich  I first  came  as  a student  a third  of  a century  ago.  . 

Also,  I am  honored  to  be  asked  to  discuss  this  topic  which  I believe,  to 
be  of  fundamental  importance*  Marketing  work  must  improve  not  only  be-* 
cause  marketing  costs  now  take  more  than  50  cents  of  each  consumer *s 
dollar,  but  also  because  we  seem  to  be  entering  another  period  of  surpluses 
when  more  effective  work  will  be  expected  of  public  servants  engaged  in 
marketing  work.  More  teamwork  among  us  and  more  coordination,  of  effort 
are  imperative. 

Not  A Research  Workshop 

This  workshop  is  not  a marketing  research  workshop  but  is  one  for  research, 
service  and  extension*  This  becomes  clear  if  we  understand  the  sequence  of 
events  leading  up  to  a decision  for  holding  it. 

Four  national  marketing  research  workshops  have  been  held  in  the  previous 
four  years*  Likewise  in  each  of  those  four  years,  separate  workshops, 
regional  in  scope,  have  been  held  for  extension  workers  and  for  those 
engaged  in  service  and  regulatory  work*  These  served  to  lift  the  horizons 
of  those  who  attended  and  were  good  for  all  parties  concerned* 

Meanwhile,  the  marketing  research  workshop  held  a year  ago  at  Texas  A and 
M College  was  the  last  of  a series  of  three*  A resolutions  committee 
recommended  in  effect  that  another  series  of  three  be  held  including  one 
in  the  Far  West  and  one  in  the  Northeast,  that  a committee  be  set  up  to 
make  tentative  plans,  and  that  ’’provision  be  made  at  each  of  these  work- 
shops for  the  exchange  of  information  and  ideas  between:  (a)  research 

workers  concerned  with  the  solution  of  the  problems  ...  and  (b)  extension 
and  service  personnel  ...  responsible  for  getting  the  results  to  the 
public  and  for  the  administration  of  such  programs  as  would  follow^”  1/ 


l/  Pricing  and  Trade*  Report  of  the  1952  National  Marketing  Research  Workshop 
U«  S*  Department  of  Agriculture,  p©  2hl. 
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Subsequently,  a committee  was  set-up  to  follow  through  on  this  recom- 
mendation, Approval  was  obtained  from  the  organization  and  policy 
committees  of -both  experiment  stations  and  extension  services  as  well  as 
from  commissioners  and  secretaries  of  agriculture* 

Thus,  a new  series  of  three  national  marketing  workshops  has  been  launched. 
But  they  are  not  research  workshops  alone  but  workshops  for  research, 
service*  and  extension  personnel  combined.  Hence,  it  becomes  highly  impor- 
tant to' achieve  better  teamwork  between  the  three  types  of  marketing 
personnel 5 also,  two  big  words  or  expressions  in  the  topic  become  highly' 
pertinent:  (1)  partners  in1 research,  service,  and  extension  and  (2)  solu- 

tion of  marketing  problems^  This  paper  wi 11  analyze  these  two  points* 

-•  * 

I®  Partners  in  Research,  Service,  and  Extension 

1 1 m , , wA  <f 

If  we  are  to  be  partners,  we  must  have  teamwork.  Real  teamwork  is  rooted 
in  Christian  principles©  If  we  are  asked  to  go  one  mile,  go  two*  Let's 
really  believe  in  and  work  together  by  the  Golden  Rule, 

To  work  together  better,  we  must  get  better  acquainted;  we  must  understand 
what  the  other  fellow  does0  There  must  be  mutual  respect.  The  other  fel- 
low^ job  is  important  too.  The  older  man  must  take  the  younger  man  under 
his  van  go  Vie  must  treat  the  other  fellow  as  we  want  to  be  treated.  We 
need  an  appropriate  philosophy  of  working  together. 

Philosophy  of  Teamwork 

A Philosophy  of  teamwork  is  largely  a matter  of  attitudes,  of  what  we  ‘ 
really  and  honestly  believe  and  practice.  One  way  of  discussing  this  is 
to  draw  lessons  from  the  evolution  of  social  and  economical  thinking  about 
marketing  and  about  trade,  ' 

Changing  views  about  Trade 

k 

At  least  four  influences  in  evolution  of  views  about  trade  may  be  observed, 
10  The  Judea-Christian  Influence  — It  sei’ves  our  purpose  here  to  draw 
lessons  from  the  teaching  and  experience  of  Christ,  He  came  into  a world 
which  was  imbued  with  selfishness  and  greed.  To  that  world  He  taught  many 
beautiful  truths  and  was  crucified0  But  it  was  not  because  of  His  beauti- 
ful truths  that  He  was  crucified  but  because  He  put  his  finger  squarely  on 
the  way  men-  did  business  with  one  another  and  denounced  them.  It  was  not 
because  He  said,  '‘Behold  the  lilies  of  the  field,  how  beautifully  they 
bloom;1'  rather,  it  was  because  He  dared  to  say,  “See  the  thieves  of  the* 
Temple,  how  thqy"  beat  and  steal," 

For  the  old  -selfish  philosophy  of  getting  and  grabbing,  He  substituted 
a new  unselfish  philosophy  of  giving  afid  sharing*  This  is  a philosophy  by 
which  we  trade  goods,  or  services,  or  ideas.  It  is  a philosophy  of  trade 
between  agriculture  and  the  rest  of  the  economy.  It  is  a philosophy  of 
trade  among  nations.  It  is  a philosophy  of  trade  between  research,  service, 
and  extension  people. 
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2.  . The  Greek  Influence  — The  early  Greeks,  especially  the  Athenians, 

have  made  many  contributions,  especially  in  philosophy.  The  names  of 
famous  philosophers  of  Athens  come  to  mind  — - Socrates,  Plato,  Aristotle# 
They,  like  the  Christ,  -were  great  teachers  of  beautiful  truths.  They, 
too,  put  their  finger  on  the  wa y men  did  business  with  one  another  and 
denounced  it#  ‘ 

The' civilization  of  early  Athens  was  based  on  a class  or  caste  system.  . 
There  were  the  elite  or  Oligarchy  and  the  common  people,  the  Plebians. 
Among. the  truths  given  them  by  their  philosophers  was  a list  of  occupa- 
tions considered  honorable  for  citizens  of  Athens.  Trading. was  not  on 
that  list.  Slaves  were  imported  to  do  the.  trading.  Ahy?  Trade  was  not 
considered  as  a two-way  deal.  The  weaker  party  always  got  cheated  in 
every  act  of  trade*  This  was  not  honorable  conduct  for  a citizen  of 
Athens. 

3.  influence  of  the  Early  Church  — The  early  church' fathers  shared, 
those  vrews « They  were  the  great  thinkers  and  teachers  throughout  the 
ages  of  church  history.  They,  too,  saw  trade  as  a one-way  deal.  They 
would  not  give  their  blessing  to  trade  as  an  honorable  undertaking  and  . 
sought  ways  of  protecting  the  weaker  party.  One  way  was  to  endeavor  to 
determine  a "just"  price  so  the  weaker  party  would  not  get  cheated.  ■ 

U.  Modern  Views  — - Only  in  comparatively  recent  days  has  the  view 
developed  that  trade  can  be  a two-way  deal  rdth  benefits  accruing  to 
both  parties.  To  ere  need  be  no  weaker  party  if  there  is  an  appropri- 
ate philosophy  of  trading#  Both  or  all  parties  can  find  mutual  ad- 
vantage, 

t ' 

* ‘ » * 

This  goes  for -relations  between  agriculture  and-  the  rest  of  the  economy.- 
It  goes  for  relations  between  nations.  It  goes  for  relations .between 
research,  service,  and  extension  people, 

lhat  comes  out  is  illustrated  beautifully  in  each  home  at  Christmas  time. 
Does  each  member  set  out  to  see  how  much  he  can  grab  off  for  himself,, 
or  does  he  deliberately  set  out  to  see.  how  much  he  can  share  and,  in  the", 
very  act  of  sharing,  gets  more  and  contributes  to  something,  wonderful, 
world-wide?  n ■ 

Suppose  in  each  wedding  vow  there  would  be  included  the  language,  ‘‘Before 
God  and  these  people  here  assembled  I hereby  pledge  to  put  more  into  this 
wedding  than  I expect  to.  get  out  of  it,"  How  many  happier  homes  would. 
result.  ...  . 

• ’ .a"  t. 

In  all  human  relations  and  expecially  in  those  between  research,  service, 
and  extension  workers-  an  .appropriate  personal  philosophy  of  .teamwork  and: 
partnership  is  of  the  utmost  importance.-  . , ' 
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Coop er a t ive  Pune tio ning 

Teamwork  between  research,  service,  and  extension  is  akin  to  that  which  is 
needed  among  members  of  a true  cooperative  association©  borne  cooperatives 
become  just  another  business  firm  largely  because  their  members  lose  sight 
of  the  fact,  or  never  had  the  view,  that  a true'  cooperative  is  a different 
way  of  functioning  whereby  the  members  do  not  delegate  to  others  the  making 
of  every  decision,  but  as  in  the  old  town  meetings  of  New  England  they  get 
together  and  share  in  making  the  decisions® 

If  this  be  true,  in  an  effective  teamwork  of  research,  service  and' exten- 
sion personnel,  it  follows  that  some  method  of  getting  together  and  making 
joint  decisions  is  called  for  which  will  be  discussed  at  a later  point® 

That  lies  behind  the  decision  to  divide  up  this  workshop  into  working 
subgroups.  What  mil  come  out  depends  in  large  part  up  on.  the  degree  to 
..which  each  member  shares  his  ideas  with  others  and  joins  in  making' decisions# 
In  future  marketing  work,  if  there  is  to  be  real  teamwork,  may  I appeal  for 
p.  an  . unselfish  personal  philosophy  of  cooperation,  one  of  giving  and  Sharing, 
of  pooling  of  ideas  and  of  making  some  joint  decisions® 

. Leadership  Needed 

Some  leadership  must  be  thrown  into  the  hopper  to  make  c ooper a tive:  function- 
ing, effective©  By  vhat  philosophy  that  leadership  is  exercised,  and  hew 
expertly  it  functions,,,  the  end  product  will  be  profoundly  affected# 

-Whoever  rises  to  effective  leadership  must  perceive  that  there  is  an  appro- 
priate philosophy  of  leadership  as  well  as  one  of  cooperation®  At  least 
three  types  may  be  visualized® 

• The:  first  is  an  autocratic  or  authoritarian  type  — a " things  are"  so 
because  I say  they  are  so1*  approach  accompanied  sometimes  by  a clenched 
fist  pounding  the  desk  behavior©  This  may  not  set  so  well  in  an  enlight- 
ened age  and  among  enlightened  people# 

A second  type  of  leadership  is  democratic  <—  a "things  are  so  because  all 
agree  they  are  so©"  ' By  the  first. type  you  have' a bird's-eye  view  of 
people  looking  down,  upon  them  as  if  ’thqy  are  incapable  of  making  decisions. 
By  the  second,  type  you  have  a worm's  eye  view  of  people  looking  up  at  them 
in  their  majesty  each  of  whom  has  had  experience  unique  unto  himself  which, 

; if  he  .is  properly  motivated,  he  may  generously  share  in  the  common  good® 

By  the  first  type  you  believe  in  a rule  of  the  chosen  few,  the'  elite,  a 
sort  of  Hamiltonian  view#  By, the  second  you  have  faith  in  the  common  man, 

. . a Jeffersonian  view  that,  given  facts,  and. .time,  the  common  man  is  capable 
of  democratic  rule© 

But  a completely  democratic  ap  roach  is  slow  and  awkward  and  cumbersome 
and.  may  need  expediting#  So  a third  type  of  approach  is  a mid-point 
between  the  other  . two,  a sort  of  interpretive  ..type  by  which  facts  are 
supplied  or  drawn  out  of  the  group  and  interpreted  to  facilitate  and 
expedite  group  decision#  It  is  a participatory  process  in  which  the 
leader  starts  with  the  people  as  they  are  but  with  a view  to  what  he  wants 
them  to  become  and,  with  much  finesse,  leads  them  in  a self-education 
process® 


Some  type  of  smart  leadership  is  called  for  in  developing  greater  teamwork 
between  research,,  service*  and  extension*  ./ho  supplies  that  leadership 
cannot  be  accurately  blueprinted,  but  I believe  there  is  an  obligation 
for  administrators  to  create  situations  where  marketing  personnel  can 
develop  a more  effective  teamwork  and  where  strong  and  wise  leadership 
can  be  selected  or  can  rise  to  the  occasion® 

^Coordination  Needed 

Progress  has  come  in  America  by  a discovery  and  introduction  of  new 
processes,  a division  of  labor  with  specialization,  an  effective  coordina- 
tion of  effort,  lower  costs,  lower  prices,  and  widespread  distribution® 

An  improved  and  well-integrated  production  and  marketing  have  been  invol- 
ved in  a teamwork  of  industrial  effort® 

In  the  agricultural  marketing  sector,  an  effective  teamwork  of  personnel 
.must  not  only  involve  a division  of  labor  with  specialization  and  in- 
creased individual  productivity,  but  must  also  involve  a greater  and  more 
'effective  coordination  of  effort  and  a more- widespread  distribution  of 
output® 

In  a growing  scheme  of  things,  coordination  of  effort  is  imperative  both 
internally  -within  each  shop  and  externally  with  other  segments®  ' Greater 
teamwork  of  effort  within  each  of  the  three  branches  represented  at  this 
workshop  and  externally  among  them  is  a must  if  their  combined  productive- 
ness and*  distribution  of  output  are  to~be  improved® 

Coordination  is  not  easy  to  achieve®  For  years  it  has  been  sought  in  high 
places  in  the  U®  S®  Department  of  Agriculture  and  other- agencies  of  govern- 
ment o Cne  way  of  achieving  it  is  to  have  a proper  administrative  structure 
and  point  of  view®  Top  administrators  must  a gree  that  their  respective 
personnel  shall  work  together,  and  men  at  all  levels  of  the  echelon  must 
agree  too0 

Some  Unified  Approach  and  Joint  Action  Needed 

Marketing  problems  are  larger  than  can  be  solved  by  one  man  working  in 
isolation  or- in  a vacuum®  True,  much  basic  research  is  done  in  this 
manner®  But  much  applied  research  is  needed,  too,  to  help  solve  the  press- 
ing problems  impinging  upon  marketing  firms  and  industries® 

In  production  fields  farm  families  have  problems  larger  than  can  be  tackled 
by  any  one  subject  matter  specialist®  Ways  are  being  found  by  which 
individual  specialists.no  longer  stand  on  prerogatives  but  share  with  others 
and  are  helping  to  solve  common  problems  by  working  together  in  teams# 

Some  .such  joint  efforts  are  being  made  by  marketing  men  too,  but  greater 
joint  efforts,  are  needed?  Tlrs  3 alls  not  bnly  for  a.  proper  spirit  and 
willingness  and  philosophy  of  teamwork  but  some  type  of  mechanism  within 
the  framework  of  which  joint  efforts  leading  to  joint  action  can  be  made# 


II*.  Solving  Marketing ' Problems 

* v V ■'  ' ; 

Much ; success,  has  been  achieved  in'  solving  production  problems  iri  agri- 
culture* There  is  a growing  success  in  solving  marketing  problems  too, 
but  much  more  progress  must  be  made. 

To  achieve  that  progress,  a»  large  problemr-solving  process  is  necessary 
in  which  many  people  share*  Let  us  take  a look  at  §uch  a process  for  a 
moment,,  not  through  the  eyes  of  a professional  marketing  person,  but 
through  the  eyes  of  a member  of  the  public* 

■ , • Public  Problem-Solving  ftrocess 

Marketing  is  a part  of  a much  larger  process  by  which  the  public  — the 
people  of  this  nation  or  any  nation  — acquires  its  supply  of  food  and 
fiber.  The  people  of  the  nation  are  much  interested  in  how  their  food 
supply  gets  produced,  gets  distributed,  and  gets  consumed*  They  are  also 
much  interested  in  the  people  who  do  the  producing*  the  consuming,  and 
the  distributing  and  how  they  get  improved,  A large  continuing  public 
process  is  involved  in  an  effort  to  improve  the  process  of  acquiring  the 
publics  food  supply  and  to  improve  those  who  take  part' in  the  process* 

Many  problems  are  involved  in  the  solution  of  which  an  educational  process 
takes  place*.  . The  public  has  created  many  institutions  to  help'  in  that 
process; with  many  persons  taking  part  and  vath  appropriate  roles  for  each* 
Marketing  is  one  such  institution*  5 

Marketing .as  a Part  of  an  Educational  Problem-Solving  Process 

In  such  a process  at  least  three  more  or  less  well-defined  stages  may  be 
visualized  vdth  appropriate  roles  for  persons  taking  part  at  each  stage* 

First  there  is  an  exploratory  or  preparatory  stage*  Here,  the  problem 
gets  recognized  in  its  frame  of  reference,  gets  defined,  and  is  studied 
from,  many  points  of  view©  Alternative  lines  of  action  a re  explored  with 
implications  of  each.  All  of  this  is  in  preparation  for  a decision  for 
appropriate  action,  >.  \ • 

A decision  is  made  in  .the  s econd  or  enactment  stage.  Here,  a choice  is 
made  from  several  possible  approaches.  How-  wise  a decision  gets  made 
depends  in  part  upon  how  many  elements  or  variables  in  the  picture  ge.t 
visualized; in  the  preparatory  stage  of  the  process,  ' 

The  third  stage  is  one  of  execution*  The  line  of  action  decided  Upon  in 
the  .second  stage  now  gets; carried  out  by  administrators  whether  public 
or.  private.  . , , » 

In  such. a process  many  persons  take  part  with  important  roles  for  each* 
Public  servants  perform. in  the  first  stage  of  the  process.  The  decision 
to  be,'.made,  in  Idle  second  stage  is  for  the  firm,  the  larger  group,  or  the 
public  as  the  case  may  bei*  * The  administrator,  public  or  private,  functions 
in  the  third- stage  of  execution®-  - ■ 
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Sometimes  persons  get  mixed  up  as  to  their  proper  role*  Sometimes  this 
is  in  part  due  to  their  -philosophy  whether  authoritarian,  democratic, 
or  interpretive  as  discussed  in  the  first  part  of  this  paper.  .In  part, 
it  may  be  due  to  failure  to.  understand  the  nature  of  their  g^cyliar  role 
or  to  accept  their  appropriate'  responsibility Or  it  may  be  due  to 
impatience  at  delay  and  a burning  desire  to  get  speedy  action.  Or  it 
may  be  due  to  traditional  ways  of  functioning. 

For  example,  in  production  fields,  where  there' is  more  exactness  in 
research  findings  and  in  practices  that  follow,  there  has  been  a tradi- 
tional tendency  to  make  recommendations  and  to  engage  in  much  prescrip- 
tion type  of  spoon  feeding,,  This  is  purely  personal  service  work,  but  in 
the  long  run  choices  have  to  be  made  by  the  ones  being  served.  This  is 
especially  true  in  marketing  work  where  economic  decisions  must  be  made, 
and  the  level -of  economic  understanding  must  .be  .raised  so  wiser  economic 
decisions  can  be  made. 

*•  How  'are  Decisions  Made 

If  we  are  to  have  a society  dominated  by  the  elite,  the  decisions  get 
made  by  the- elite.  But,  if  vie  are  to  have  a society  in  which  the  common 
man  makes  the  decisions,  he  needs  to  get  built  up  so  he  is  cajeable  of 
making  decisions.  To  this  end  we  have  developed  a public  school  educa- 
tional system.  To  this  end  we  need  a participatory  process  in  marketing 
where  the  elite  can  help  supply  the  facts  but  where  the  common  man  makes 
the  decisions. 

«* 

This  process  can  work  even  better  if  there  is  some  sharing  in  both  the 
fact-finding  and  decision  making,  a joint  effort  at  teamwork,  a program 
of  planning  as  well  as  solving  endeavor. 

Building  a Marketing  Program 

Most  marketing-  efforts  are  in  the  form  of  projects  often  small  or  piece- 
meal' in  nature,  with  no  interrelation  between  the  projects  or  between  those 
who  take  part.  Oftentimes,  the  research  man  decides  upon  the  project,  makes 
the  study,  issues ’the  report*  and' then  forgets  the  whole  matter. 

But  there  can  be  a larger  process  than  that  which. can  be  a true  sharing 

in  planning*,  and  in- projecting  the  results.  A few  ’examples  follow. 

» 

One  day  this  spring,  three  mep  from  Virginia  c.ame  to  my  office  for  a con- 
ference with  some  of  my  associates  including  a marketing  research  man,  an 
extension  marketing  specialist,,  and  two  men  conducting  marketing -service 
programs.-  Soon  we  invited  in  a vegetable  crop  extension  specialist  from 
the  Department  df  Horticulture.  The  three  men  from  Virginia  included  an 
extension  economist  from  V. P.I*,  the  director  of  the  State  Bureau  of 
Markets,  and  a research  man  from  the  Norfolk  Experiment  Station..  Ahey 
.were  members  of  an  industry-wode  sweet. potato  committee  and  were  sent 
on  a mission *to  obtain  all  the'  facts  they  could. find  bearing  on  sweet;- 
potato  problems,  both  prtoductiori  and  marketing  from  the  University  of 
Maryland  and  from  the  Beltsville'  He  Search  "X5  enter,  which  is  .near  by.;  p 
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They  were  to  report  back  to  the  larger  committee  which  was  engaged  in 
studying  Virginia's  sweet  potato  problems  with  a view  to  determining 
a program  of  improvement  including  such  program  of  action  as  was  possible 
with  the  facts  at  hand  together  with  a research  study  of  aspects  of  their 
problem  requiring  further  stucfy. 

.On  another  flay  this  spring,  a group  met  in  the  county  agent's  office  at 
Hagerstown,  Maryland,  in  the  heart  of  the  fruit  area  of  western  Maryland 
in  the  Shenandoah-Appalachian  fruit  area  of  Pennsylvania,  Maryland,  "Test 
Virginia,  and  Virginia.  The  group  included  two  research  men  from  the' 

Fruit  and  Vegetable  Branch  of  FMA,  three  of  my  associates,  and  myself, 
including  a i&arketing  research  man,  an  extension  marketing  specialist, 
and  a marketing  services  man*  With  the  county  agent  there  were  two  repre- 
sentative fruit  growers  and  the  propiiotor  of  a prepackaging  firm.  The 
problem  being  considered  was  how  best  to  market  the  area's  peach  crop  in 
tree-ripened  form.  A marketing  program  with  both  short-range  and  long- 
range  aspects,  including  research,  extension,  and  service  work,  was  planned. 

On  another  day  last  spring,  a group  met  in  conference  in  Baltimore.  This 
group  was  concerned  with  marketing  the  state's  wheat  crop  vhich  gave 
every  indication  of  selling  at  a 5>0  cents  per  bushel  discount  below  the 
support  price  level.  That  group  included  three  of  my  a ssociates,  a research 
man,  an  extension  man,  and  a service  program  man,  and  myself.  The  county 
agent  leader  was  there,  with  six  county  agents  and  with  a dozen  wh  eat 
growers.  Several  PMA  committeemen,  both  state  and  county,  attended.  The 
President  of  the  State  Farm  Bureau,  the  Master  of  the  State  Grange,  several 
local  grain  dealers,  and  a few  representatives  of  terminal  elevators  also  ' 
attended,  A program  of  immediate  action  and  a long-range  research  program, 
since  inaugurated  as  a three-year  study,  were  agreed  upon0 

Many  other  examples  could  be  cited  from  experiences  in  several  states  to 
illustrate  the  point  that  effective  teamwork  is  proper  and  possible  and, 

I believe,  vital  to  the  solution  of  marketing  problems. 

Of  course,  there  are  problems  where  independent  research  is  involved.  A 
certain  amount  of  fundamental  and  basic  research  is  necessary  to  push  back 
the  frontiers  of  knowledge.  A certain  amount  of  applied  research  is  nec- 
essary too  and  some  studies  of  short  duration  for  special  problems  where 
data  are  vital  for  problems  requiring  immediate  action© 

Summary  and  Conclusions 

Nothing  new  is  suggested  here  except  that  an  appeal  is  made  for  greater 
teamwork  in  the  interest  of  solving  marketing  problems  by  joint  action. 

To  effectuate  such  a more  effective  joint  effort,  a personal  philosophy 
of  unselfish  working  together  in  a common  good  is  needed,  a broad  perspec- 
tive is  imperative,  and  some  type  of  participatory  educational  process  is 
a musto  This  is  a process  of  both  self-education  and  education  of  others, 
by  more  or  less  democratic  means.  Situations  need  to  be  created  by  vdse 
leadership  in  which  such  a process  can  take  definite  shape  and  form0  This 
process  should  be  broadly  participated  in  by  both  professional  -workers  and 


those  whom  they  serve*  All.  this  needs  to  be  built  more  firmly  upon  a base 
that  now  exists  in- part  and. needs  to.be  directed  toward  main  problems  which 
are  recognized  and  felt  as  impinging  upon  those  whom  public  servants  serve# 

Such  improvement  can  come  about  in  part  as  a result  of  decisions  and 
action  by  administrators,  but  much  of  it  must  be  a result  of  dedicated 
effort  by  each,  person  engaged  in  marketing  research,  service,,  and  exten- 
sion work# 
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PROBLEMS  AND  PROGRESS  IN  THE  IMPROVEMENT  OF  MARKETING  FACILITIES 

William  C,  Crow,  Director 
Marketing  and  Facilities  Research  Branch 
Production  and  Marketing  Administration 


I*  Introduction 

A.  BAE  figures  show  that  it  costs  more  to  market  most  farm  products 
than  to  grow  them. 

B.  Physical  handling  of  the  products  accounts  for  most  of  the 
marketing  bill 

C.  The  cost  of  physical  handling  depends  upon 

1.  The  perishability  and  bulk  of  the  product 
2*  The  number  of  times  it  is  handled 

3.  The  efficiency  of  the  facilities  through  which  it  moves 
h.  The  efficiency  of  the  eouipment  and  methods  used  to  move  the 
product  into,  xvithin,  and  out  of  the  mai’keting  facilities 
through  which  it  passes 

II.  Kinds  of  marketing  facilities 

A.  Shipping  point  markets,  such  as 

1,  Livestock  auctions 

2,  Farmers  fruit  and  vegetable  markets 

3,  Packing  sheds  ■* 

U.  Country  elevators 

5.  ilk  plants 

B.  Processing  facilities,  such  as 

1.  Creameries 

2.  Canneries 
3*  Cotton  gins 

lu  Slaughter  houses 

C.  Transportation  facilities 

1.  Rail 

2.  Truck 

3.  Boat 

4.  Air 


D.  Yfarehouse  facilities 


1*  Cotton  warehouses 

2.  Tobacco  warehouses 

3.  Grain  storages 

U.  Other  specialized  commodity  storages 

5.  Refrigerated  warehouses 

6.  Merchandise -warehouses 

E.  Terminal  market  facilities 

1.  To  supply  retail  outlets  (wholesale  produce  markets). 

2,  To  supply  processors  (stockyards) 

F.  Retail  facilities,  such  as 

1*  ‘Retail... stores  . .......  ■ ....... 

2.  Farmers  retail  markets 

3.  House-to-house  selling 

III.  Workshop  plan 

A.  In  this  workshop  there  is  a group -.studying  each  of  these* major 

kinds  of  facilities  - v 

B.  To  improve  these  facilities  it  is  necessary  to  know 

1.  What  is  wrong  with  them 

2.  " hat  constitutes  an  efficient  facility. 

3.  How  to  choose  the  prooer  location  for  a facility 

h*  The  most  economical  size. . . . 

5.  The  best  design 

6.  The  kind  of  handling  equipment  and  methods  best  suited  to 

the  facility  • T,.  . ..  ...  v ;...  * ...i 

7.  How  to  operate  the  facility 

C.  Marketing  facility  improvement  may  be  accomplished  by 

1.  Remodeling  old  facilities.  . ....  .... 

2.  Building  new  ones 

3.  Eliminating  inefficient  facilities 

T).  To  get  the  job  done  requires 

1.  Research  to  find  out  how 

2.  Service  to  show  market  operators- how  to  apply  the  research 

results  to  their  specific  situations 

3.  Education  to  inform  producers,  marketing  agencies,  and 

consumers  of  the  best  methods 
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IV.  Shipping  point  and  processing  facilities 

A.  What  is  wrong  with  them 

1*  Often  too  many  of  them  for  most  efficient  operation 

2.  In  many  cases  they  are  not  designed  for  low-cost  handling 

3.  Many  do  not  have  the  right  kind  of  handling  equipment 
U.  In  some  areas  where  production  is  expanding  additional 

facilities  are  needed. 

a.  Cotton  in  the  Far  West 
bo  Livestock  and  grain  in  the  South 

B.  Shipping  point  market  and  processing  facilities  in  many  respects 
are  the  easiest  kinds  of  facilities  to  work  with 

1.  They  are  relatively  small 

2.  They  are  close  to  the  farm  and  most  of  us  are  more  familiar 

with  that  end  of  the  marketing  channel 

3.  Not  so  many  conflicts  of  interest  are  involved 

U.  They  can  usually  be  dealt  with  on  a commodity  basis 

V.  Transportation  facilities 

A.  Need  to  speed  up  movement  of  products  by  rail 

1*  Move  fast  enough  while  moving,  but 

2,  They  are  moving  less  than  l/h  of  the  time,  which 

ac  Delays  delivery 
b0  Accentuates  car  shortages 
c.  Wastes  investment  in  equipment 

B.  Need  to  avoid  trucking  at  each  end  of  rail  haul 

C.  Need  better  transportation  equipment 
lt  Improving  refrigerator  cars 

a.  For  frozen  foods 

b.  Split  absorption  cars 

c.  Mechanical  cars 

d.  Dry  ice  cars 

e.  To  supply  heat  or  cold 

20  Improving  refrigerated  trucks 

a.  Many  trucks  performing  unsatisfactorily 

b.  Many  tests  made 

c.  Some  improvements  developed 
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(1)  Return  air  ducts 

(2)  Better  arrangement  of  mechanical  units  and  truck 

construction  * 

(3)  "Hry  ice  bunkers 

3.  Better  equipment  for  livestock 
Iw  Better  equipment  for  grain 

D.  Improved  loading  and  bracing  ' ' •-  1 ‘ - 

1.  New  lettuce  crate 

2.  On-end  loading  of  cantaloups 

3.  Cross-wise  loading  of  watermelons 

VI*  Warehouse  facilities  - 

A*  Trend  toward  one-story  warehouses 

B.  Studies  are  being  made  of 

1*  Refrigerated  warehouses 

2.  Grain  elevators  ' - *- 

3.  Cotton  warehouses 

h.  Apple  warehouses  ' 

5.  Handling  equipment  in  warehouses 

VII.  Terminal  market  facilities 

A.  Importance  of  terminal  markets 

1*  Most  farm  products  move  through  them  (fruits,  vegetables, 
poultry,  eggs,  meat,  butter,  'cheese,  frozen  foods,  etc*) 

2.  Nearly  all  large  cities  receive  supplies  from  at  least 
hO  States 

3*  In’ terminal  markets  prices  are  established 

B,  What  is  wrong  with  the  handling  of  perishables  in  these  markets 

1*  Five  Federal  investigations  (1917*  1921,  1936,  19h.9,  19^0) 

2,  Mo  rail  connections 

3.  Narrow  streets  - traffic  congestion 
Ll,  Poor  facilities 

i.  • * ‘ 

a.  Stores  too  small  • 

b.  Produce  on  sidewalks  and  gutters 

c.  Narrow  entrances 

d.  Lack  of  refrigeration 

e.  So  designed  that  efficient  handling  equipment  cannot  be  used 
5*  No  space  to  expand 


6„  Divided  markets 


a0  Cross-hauling  - ! 

b,  Wasted  investment  and  labor 

C„  New  York  City  as  an  example 

1-  Arrivals  all  over  city  by  rail  and  bo&t 
2C  Point  out  number  of  different  markets 
3»  Lower  Manhattan  main  market 
U*  Products  are  handled  poorly 
5a  Describe  Washington  Street  market  area 

a?  Stores 

b?  Commodities 

c«  Street  30  feet  wide 

dc  Traffic  - 1,300  trucks,  U00  spaces 

6.  Distribution  from  lower  Manhattan 
7 c Main  tilings  wrong  with  Hew  York  City  market 

a5  Scattered  deliveries  and  cartage 
b.  Traffic  congestion 

c r Inadequate  buildings  - size,  no  rear  entrances,  no 
handling  equipment 
do  Lack  of  storage  space 
ee  Excessive  handling 
fo  Price-making  difficulties 

gc  Lack  of  proper  regulations  ~ hours,  wasteful  practices 
D»  Philadelphia  - another  example 
lo  Map 

2*  Dock  Street  1880  and  now 
3c  Produce  Terminal 

E„  Boston  situation 

1,  About  95,000  carlots  handled  - over  1/2  billion  dollars 
2«  Map  of  Boston 
3»  Faneuil  Hall  Market 

F,  Kind  of  market  facilities  needed  in  large  cities 

1,  Plice  that  handles  a complete  line 

2.  Open  to  all  methods  of  transportation 
3c  Rail  spurs  t°  buildings 

lie  Efficient  size  and  design  of  buildings 
5 o Wide  streets 


6.  Parking  areas 

7.  Low  cost  land 

80  Centrally  located  for  buyers 
9.  Managed  in  public  interest 
10.  Only  reason  to  get  a new  facility  is  to  cut  cost  or 
expand  volume 

VIII.  Retail  facilities 

A,  Retailing  is  important  because 

1.  It  takes  l/3  of  marketing  cost 

2.  It  is  in  the  retail  store  that  consumer  decides  ’whether  to 

take  or  leave  a product 

Be  Great  improvement  has  been  made  in  retailing  with  the  advent 
of > the  supermarket 

C.  Much  still  can  be  done  to  improve  handling  in  retail  stores 

1.  In  the  better  stores,  and 

2.  To  bring  average  retailer  \ip  to  the  best 

D.  To  do  anything  of  consequence  to  improve  efficiency  of 
retailing  we  must  see  the'  point  of  view  of  the  retailer  who 

is  not  interested  in  single  commodities  but  in  store  operation 

E.  Some  studies  ox  retailing  have  been  made  under  the  Agricultural 
Marketing  Act,  but  some  people  question  the  propriety  of  working 
in  this  field 

F.  These  studies  have  brought 

1.  Improved  check-out  counter 
2„  Improved  methods  of  handling  groceries 
3o  Improved  methods  and  layout  for  handling  meat 
lu  Improved  utilization  of  shelf  space 

G.  Service  work  with  retailers  has  brought  improvements  in 

merchandising  ; 

1.  Fruits  and  vegetables 

2.  Poultry  and  eggs 

IX.  Improving  methods  and  equipment  for  handling  into,  within,  and  out 
of  facilities 

A.  Labor  costs  are  over  half  the  marketing  bill  - too'  much  handling 
of  packages  one  at  a time  too  many  times 


Bo  The  facility  and  handling  methods  and  eauipment  must  be.  designed 
to  fit  together 

C,  A very,  small  start  has  been  made  in  applying  labor-saving  devices 
to  the  marke  tihg  of  farm  and  food  products 

D*  The  work  that  has  been  done  shows  that  it  is  possible  to 

1#  Cut  costs  • •.  . ' ■ . 

20  Do  the  job  with  less  labor 

3*  Reduce  damage  to  products  • v . 

Xc-  Iraprgved  facilities  and  handling  methods  not  only  reduce  costs  but 

also  help  maintain  quality,  for  example  ... 

A.  Better  refrigerator  cars  and  trucks  give  better  protection  to 
product 

B*  Elimination  of . cartage  between  railroad  tracks- and  buildings  not 
only  reduces  cost  but  avoids  damage  to  product 

Cs  Proper  refrigeration  in  buildings  maintains  quality  , 

D,  Handling  unit  loads  of  packages  reduces  damage 

E,  Speedy  and- direct  movement  helps  to  get  products  to  consumer 
in  good  condition 

XIo  Some  examples  of  progress  made  in  improving  facilities  and  equipment 

A,  Portable  mechanical  lift  reduced  labor  in  high-piling  apples 
70  percent,  and  in  breaking  out  by  80  percent 

Bo  TTse  of  temporary  block  with  industrial  truck  reduced. by  62-1/2 
percent  labor  required  to  feed  the  "dinky  press"  with  cotton 

Co  A cotton  warehouseman  in  Texas  by  putting  wheels  on  his  beam 
scale  eliminated  16  hand  truckers  •■-.•.*/  • . , . 

D,  One  method  of  loading  out  delivery  trucks  of  produce  'whole- 
salers costs  $10U3  per  ton  while  another  costs  -52Q27 

E » An  improved  grading  table  reduced  the  labor  required  for  sorting 
lemons  by  75  percent,  and  oranges  by  66  percent  . 

F„  By  building  a new  warehouse  and  getting  the  right  kind  of 
equipment  a warehouseman  reduced  his  handling  costs  by  more 
than  80  percent 

G.  An  improved  check-out  counter  increased  the  productivity  of 
the  checker  by  38  percent 


H.  Improved  methods  of  receiving,  checking  in,  price-marking  and 
stocking  groceries  increased  the  productivity  of  labor  by  more 
than  66  percent 

I.  An  improved  refrigerated  truck  has  moved  frozen  food  from 
California  to  Massachusetts  with  the  temperature  at  arrival 
13:1°  below  zero 

J.  Hundreds  of  mechanical  refrigerator  cars  are  in  use 

K.  Better  loading  and  stowing  have  cut  damage  to  some  products  by  2/3 

L*  A new  market  in  Boston  will  cut  handling  costs  by  3U, 000, 000  per 
year.  First  section  being  built 

Mo  New  markets  have  been  built  or  are  under  construction  in  the 
following  cities 


1*  Atlanta 

12. 

Rochester 

2,  Augusta 

13. 

Toronto 

3s  Savannah 

1 lu 

Hartford 

li.  Miami 

15. 

Boston 

5.  Columbia 

16. 

Trenton 

6,  Greenville,  S.  C, 

17. 

San  Antonio 

7.  Jackson,  Miss, 

18. 

Dallas 

8,  Nashville 

19  o 

Houston 

9.  Louisville 

20. 

Kansas  City 

10,  Indianapolis 

21. 

San  Juan 

lie  3t.  Louis 

22. 

Denver 

N«  Assembly  market  facilities  being  built  in  many. places 

1«  New  livestock  auctions 

2.  New  grain  elevators 

3.  New  egg  assembly  plants 

lu  New  fruit  and  vegetable  markets 

0,  Imoroved  warehouses  being  built 
P«  Packing  houses  being  improved 
Q.  More  efficient  retail  stores  being  constructed 
XII o Problems  in  improving  marketing  facilities 
A.  Inertia  - natural  resistance  to  change 


B.  Collective  action  required  - often  involving  many  groups,  such  as 

1.  " holesalers 

. 2,  Jobbers 

3*  Railraods 
iu  Landlords 

5.  Labor  unions 

6.  City  or  State  officials 

7.  Financial  institutions 

C.  Lack  of  leadership 

h.  Lack  of  knowledge  of  what  to  do*  Improving  marketing  facilities 
draws  on  knowledge  of  many  subjects,  including 

1*  Marketing  all  commodities 

2.  Engineering 

3.  Transportation 

U.  Commodity  behavior 

5.  Finance 

6.  Accounting 

7.  Law 

8.  Public  relations 

E.  Few  places  where  people  can  learn  how  to  olan  marketing  facilities 

F*  Trade  people  often  feel  that  agricultural  workers  have  wrong 
viewpoint  and  are  impractical 

G*  Investment 

1*  Money  invested  in  old  facilities 
2.  Money  required  for  new 

H*  Active  opposition  sometime  from 

1*  Landlords 
2,  Labor 

3*  Dealers  who  currently  enjoy  a competitive  advantage 
XIII.  Conclusion 

A,  The  only  way  to  hold  down  the  cost  of  marketing  is  to  find  the 
specific  places  where  something  can  be  done  and  do  it 

B.  In  pointing  out  some  of  the  progress  that  has  been  made  in 
improving  marketing  facilities  and  the  problems  that  must  be 
solved  in  making  further  improvement,  I hope  that  I have 


s-m  - 


1.  Zhorm  thatr'’SdMetftii^?  oanwb.d'done  to-  improve  .this  aspect  of 

marketing 

2,  That  the  results  to  be  obtained  are  worth  the  effort  of 

people  interested  in  marketing  research,  service,  and 
education,  and  that  f ; 

3*  I have  helped  open  up  the  subjects  that  will  be  .studied  by 
several  Work  Groups.  .? 
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I come  to  this  morning » s program  with  a deep  sense  of  my  inadequacy  to  deal 
with  so  broad  a subject  as  the  one  announced.  My  training  and  experience 
have  equipped  me  to  talk  about  chemistry,  engineering,  and  food  technol- 
ogy vdth  some  confidence,  but  — as  -the  saying  goes  — I have  never  met  a 
payroll.  I have  never  sold  a carload  of  potatoes,  contracted  with  growers 
for  a season’s  run  of  canning  peaches,  or  bargained  with  produce  whole- 
salers for  the  day’s  supply  of  green  vegetables. 

My  audience,  I would  suppose,  is  mostly  made  up  of  people  who  are 
professionally  familiar  with  the  complexities  of  the  marketing  system. 
llfy  only  chance  to  say  some  things  that  will  be  true  without  being  trite 
is  to  concentrate  ray  remarks  on  the  "technology”  part  of  the  title  and 
point  out  some  ways  in  which  modern  technology  impinges  on  your  business 
of  agricultural  economics  and  marketing. 

For  the  purpose  of  this  talk  I shall  define  a "technology"  as  the  art 
and  practice  which  are  embodied  in  the  operations  of  an  industry.  It 
comprises  the  whole  body  of  oast  invention,  skill  born  of  experience, 
knowledge  of  the  right  expedient  to  solve  an  operating  difficulty,  and  an 
uneasy  and  shifting  blend  of  traditional  know-how  with  new  and  different 
operations  — as  new  as  last  week’s  scientific  discoveries  or  yesterday’s 
vigorous  beef  from  the  Dales  Manager. 

There  are  as  many  different  technologies  as  there  are  different  indus- 
tries — and  that  means  a great  many.  The  Census  of  Manufacturers 
recognize  some  ->G0  different  industries  in  our  American  scene.  If  we 
think  only  of  those  which  are  significantly  and  rather  closely  related 
to  food  marie  ting,  we  still  have  a large  number.  Forty- two  food  processing 
industries  are  given  separate  status*.  Then  there  are  the  equipment 
industry,  the  container  industry,  the  warehouse  industry,  and  the  trans- 
portation industry,  to  name  only  the  larger  industrial  units  involved 
in  the  marketing  chain.  All  this  constitutes  so  large  and  so  variegated 
a segment  of  our  economy  that  only  the  broadest  of  generalizations 
about  it. will  be  valid. 

I shall  be  speaking  about  changes  in  technology,  some  of  the  forces 
responsible  for  those  changes,  anti  some  of  the  effects  of  technological 
change.  Now  it  is  true  that  the  phenomenon  of  change  is  not  peculiar 
to  cur  own  times 3 n vrrt'neless,  it  comes  close  to  having  'this  dimensions 
of  a near  problem,  just  because  its  tempo  is  accelerating  so  rapidly* 
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As  an  engineer  would  say,  accomodation  of  .any  structure  to  an  applied 
stress  takes  time;  if  stresses  are  built  up  more  rapidly  than  the  accom- 
modation or  relaxation  can  take  place,  the  structure  behaves  like  a 
brittle  body,  not  like  a tough  one*  Perhaps  one  important  concern  of  the 
social  scientist  should  be  the  recognition  of  spots  in  our  economy  where 
a lubricant  should  be  applied,  or  the  inertia  of  certain  parts  be  reduced 
and  a little  more  flexibility  built  in,  . 

Technology  is  not  a new  thing  in  the  world,  any  more  than  the  fact  of 
change.  Primitive  man  developed  some  very  successful  technologies  and 
their  matching  industries.  The  medieval  guilds  possessed  technologies 
which  command  our  admiration j some  of  them,  in  fact,  persist  without  much 
change  into  our  own  day.  The  art  and  practice  of -these  industries  are 
-embodied  in  a tradition,  mostly  handed  down  from  master  to  apprentice  by 
means  cf  example  and  word  Of  mouth.  Vital,  elements  in  the  tradition  are 
kept  as  closely  guarded  mysteries.  The  technologies  of  some  of  our  present 
day  food  industries  contain  their  fair  share  of  this  traditional  element. 

As  the  physical  sciences  came  to  be  applied  deliberately  to  the  practices 
of  industry,  traditional  mysteries  frequently  found  themselves  suddenly 
unveiled  and  deprived  of  their  appeal  — or  at  least  put  on  the  defensive. 
For  the  past  $0  years  or  so,  in  fact,  they  have  been  especially  vulnerable. 
People  have  been  skeptical  of  traditional  authority,  inclined  to  identify 
"change”  with  "progress,”  and  apt  to  find  a special  virtue  in  rapid  obsoles- 
cence. Scientific  methods,  on  the  other  hand,  have  acquired  an  almost 
mystical  aura  of  invincibility.  .It  is  indeed  a brave  advertiser  nowadays 
who  will  boast  that  his  product  is  being  made  exactly  like  it  was  £0  years 
ago. 

Therecan  be  no  doubt  that  the  startling,  the  revolutionary  changes  are 
mostly  the  result  cf  interactions  between  science  and  technology.  I 
need  not  elaborate  with  examples  5 every  ne.aspaper  reader  is  aware  of  the 
connection. 

But  let  us  not  make  the  mistake  of  equating  "new"  v.dth  "scientific."  I 
think  that,  on  the  contrary,  most  of  the  changes  experienced  in  our 
American  technologies,  have  a less  glamorous  origin  — in  common  sense,  let 
us  say,  applied  to  the  solution  of  ah  immediate  production  problem $ or  in 
a kind  of  desperate  inventiveness  born  under  the  stress  of  tough  com- 
petition! or  even  in  an  uncritical  willingness . to  try  any  new  tiling  that 
might  have  advertising  appeal.  In  a climate  of  public  thinking  which 
finds  only  tills,  year  *s  model  attractive,  there  are  few  deterrents  to  rapid 
change. 

One  of.  tiie  consequences  of  this  situation  is  that  technology  and  the 
marketing  process  interact  on  one  another.  7e  must  not  think  that  market- 
ing is  the  passive  recipient  of  blows  arising  from  changes  in  technology, 
for  as  often  as  not  it  is  a technology  which  must  make  adjustments  forced 
by  a marketing  situation.  The  web  of  cause' and  effect  is  sometimes  so 
tangled  that  all  we  can  s ay  is  that  technology  and  marketing  are  indis- 
soluble parts  of  a single  complex  organism# 

* 


ViTe  have  sometimes  tried  to  pro.iect  trends  in  technology,  in  order  to 
foresee  where  some  of  Hie  major  areas  of  stress  and  change  will  be  in 
•the  future*  This  is  a very’  frustrating  kind  of  undertaking*  By  and 
large,  science  fiction  authors  can  do  it  better  than  professional  scientists 
But  even  the  fictioneers  (as  we  can  se<---  well  enough  in  retrospect)  frequent- 
ly miss  the  big  ground-swells  of  change,  and  have  made  their  most  absurd 
mispredictions  when  they  were  being  most  sensible  and  logical©  The 
brotherhood  of  scientific  chart- ex trapola tors  can  show  no  better  record  of 
successes  — and  I say  that,  even  though  I myself  an  a notorious  extra- 
polator  of  charts* 

Shall  we  be  safe  even  if  vie  do  no  more  than  predict  an  accelerating  tempo 
of  change?  Not  completely  safe,  perhaps,  b ecause  vie  do  not  know  surely 
that  World  War  III  ~all  not  b egin  tomorrow*  If  such  a thing  as  that  were 
to  happen,  we  would  not  need  to  worry  about  new  technologies  in  food 
marketing  for  a long  time  — perhaps  not  within  our  lifetimes©  But,  of 
all  the  possible  predictions  about  technology,  that  is  perhaps  the  most 
certain*  If  we  compare  the  food  marketing  system  of  today  with  that  of 
only  25  years  ago,  vie  see  well  enough  that  a most  impressive  change  has 
taken  place*  And  yet,  as  a scientist  and  technologist,  I must  tell  you  - 
that  the  bases  for  even  more  revolutionary  change  are  even  now  written  in 
the  technical  journals  or  in  laboratory  notebooks,  I do  not  believe  any- 
thing short  of  global  war  can  stop  the  development*  A deep  depression 
might  even  stimulate  it,  we  cannot  forget  that  the  frozen  food  industry 
got  its  real  start  during  the  30' s© 

This  matter  of  scientific  prediction  has  some  bearing  on  a moral  ques- 
tion which  troubles  many  people©  Every  new  thing  which  is  loosed  upon  the 
world  contains  potentialities  both  of  good  and  of  evil©  When  we  say  that 
a new  technology  causes  "severe  dislocations"  we  are  using  a euphemism® 

"fhat  we  mean  is  that  somebody  is  getting  hurt©  Now  the  question  is, 
should  a man  whose  business  it  is  to  discover  new  tilings  feel  a responsi- 
bility for  the  consequences  of  the  new  knowledge?  Should  he  withhold  it, 
bury  it,  if  he  feels  the  consequences  will  be  evil?  I think  most  scien- 
tists have  undergone  a season  of  soul-searching  since  i9i4.Jp  — and  I 
believe  most  cf  them  have  reached  the  realistic  conclusion  that  conse- 
quences are  impossible  to  foresee©  No  man  lias  the  right  to  assume  the 
prerogative  of  deciding  how  much  knowledge  is  good  for  mankind*  Know- 
ledge is  a better  guide  to  human  action  than  ignorance©  Nevertheless, 

I can  imagine  a future  in  which  the  "dislocations"  have  become  so 
burdensome  that  public  opinion,  in  revulsion,  will  put  stability  and 
security  ahead  of  progress,  outlaw  scientific  research,  and  acclaim 
ignorance  as  a virtue©  There  well  may  be  real  need  for  those  lubricants 
and  flexible  elements  in  our  economy  I mentioned  a few  moments  ago® 

The  industries  which  deal  with  agricultural  commodities  are  no  different 
from  any  other  industries  in  the  general  characteristics  we  have  been 
discussing*  In  particular,  the  forces  leading  to  technological  change 
are  as  potent  in  these  industries  as  anywhere.  Their  consequences  come 
in  for  an  unusual  degree  of  public  attention,  because  of  the  national 
interest  in  maintaining  a sound  farm  economy©  For  example,  consequences 
of  the  development  of  a single  new  product,  oleomargarine,  illustrate 
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both  the  magni tude  of  some  of  the  readjustment  problems  we  f ace  and  the 
extent  to  which  the  public  may  become  concerned. 

Technological  developments  in  the  food  industries  are,  in  large  part, 
responsible  for  a major  shift  in  the  dietary  habits  of  the  American  people® 
According  to  dietitians,  the  change  has  been  generally  for  the  better0 
Fifty  years  ago  the  pantry  shelf  and  the  family  ice-box  carried  only  a 
rather  narrow  assortment  of  staple  products  — flour,  corn  meal,  lard^ 
sugar  or  raclasses,  rice,  cheese,  dry  beans,  prunes,  rair’is,  and  milk, 
butter  and  eggs  produced  not  more  than  10  or  15  miles  away,  Down  cellar 
there  might  be  potatoes,  cabbage,  turnips,  and  apples  until  sometime  in 
the  spring.  The  chicken  for  the  Sunday  dinner  was  beheaded  on  the  chop- 
ping block  in  the  back  yard.  The  round  steak  or  pot  roast  or  pork  chops 
for  the  weekday  supper  was  carved  by  the  butcher  that  day  from  the  carcass 
of  an  animal  that  had  walked  into  the  local  slaughterhouse  a day  or  two 
previously.  Green  vegetables  and  tomatoes  during  the  summer,  peaches  and 
strawberries  for  a few  weeks,  a few  oranges  at  Christmas  time  — that  was 
just  about  the  fare  for  millions  of  Midwestern  and  Eastern  families  around 
the  turn  of  the  century© 

In  contrast  to  that  picture,  we  now  have  national  distribution  of  all 
important  food  products.  Even  highly  perishable  produce  is  delivered  3000 
miles  away  in  substantially  fresh  condition.  Crops  which  reach  harvest 
maturity  during  only  a few  summer  v/eeks  are  sold  throughout  the  year  in 
every  town  in  the  Nation  — not  as  out-of -season  luxuries,  but  as  every- 
day staples#  Farmer,  processor,  and  distributor  have  combined  to  make 
brand  names  signify  dependable  uniformity  in  quality;  more  than  that, 
between  them  they  have  contrived  to  take  over  one  after  another  of  the  more 
laborious  kitchen  tasks.  More  and  more  food  products  are  now  purchased 
ready  to  serve,  or  requiring  merely  a brief  cooking  or  warming  up.  The 
pantry,  the  refrigerator,  and  the  deep-freeze  unit  may  contain  hundreds 
of  distinctive  — and  distinctively  packaged  — foods®  The  consumer  now 
purchases,  along  with  the  food,  a wide  variety  of  services.  The  average 
Americans  diet  is  more  varied,  and  better  balanced  nutritionally,  than 
at  any  time  in  the  past. 

There  are  those  who  denounce  these  transformations  of  the  food  marketing 
process  as  downright  harmfulj  who  say  that  all  of  this  processing  and 
storing  and  handling  destroys  the  nutritive  quality  of  our  natural  foods. 

The  charge  has  not  been  ignored,  either  by  government  agencies  or  by 
the  great  food  processing  and  distributing  companies.  Many  thorough  studies 
have  been  made  and  published,  I believe  I summarize  the  findings  accurately 
when  I say  that  the  charge'has  been  shown  to  be  untrue.  In  fact,  it  is 
dafe  to  say  that  at  any  time  of  year,  at  any  market  in  the  United  States, 
you  can  buy,  for  example,'  green  peas  that  are  better  in  every  respect,  in- 
cluding nutritionally,  than  could  have  been  bought  in  the  pod  from  a 
huckster’s  wagon  in  Chicago  or  Washington  on  a summer  day  in  1900# 

Public  awareness  of  the  facts  of  good  nutrition  is  one  of  the  social  forces 
that  has  had  a decided  impact  on  technology.  High  vitamin  potency  in  a 
product  makes  good  advertising  copy  nowadays.  Competition  on  that  basis 
has  a whole  train  of  technological  consequences,  all  of  them  involving  the 
assimilation  of  new'  scientific  and  engineering  knowledge  into  the  art  and 
practice  of  the  industry. 


Other  competitive  forces  likewise  have  stimulated  intense  research  and 
have  led  to  one  innovation  after  another  in  every  phase  of  the  market-*1- 
ing  process.  Shippers  of  fresh  fruit  and  vegetables,  upon  losing  markets 
to  excellent  new  processed  forms,  devise  ways  to  meet  that  competition 
by  introducing  more  attractive  varieties,  improving  the  maintenance  of 
fresh  quality,  and  reducing  the  costs  of  handling  and  transporting  the 
produce*  Growers  and  shippers  of  wheat  and  potatoes,  recognizing- the 
gradual  shift  of  consumption  away  from  these  staples  toward  other  food- 
products,  try  to  arrest  the  trend  by  devising  new  processed  forms  that 
are  more  attractive  or  more  convenient*  Growers  and  processors  who  are 
distant  from  a consuming  market  look  for  ways  to  concentrate  or  de- 
hydrate their  product,  so  as  to  save  the  needless  expense  of  packaging, 
storing,  and  shipping  large  quantities  of  water.  Processing  plants  faced 
by  price  competition  make  heroic  efforts  to  streamline,  the  handling  of 
raw  materials,  reduce  losses  and  waste,  introduce  automatic  or  continu- 
ous equipment  in  order  to  reduce  labor  costs,  and  extend  the  operating 
season  of  the  )lant  so  as  to  cut  overhead  charges*  A food  processing 
organization  today  does,  as  I said  previously,  maintain  certain  elements 
of  the  traditional  in  its  technology,  but  these  elements  are b eing  squeezed 
into  smaller  and  smaller  proportions  by  the  competitive  pressure  to  change 
and  improve  the  technology* 

Now  I want  to  use  a few  minutes  for  discussion  of  the  role  played  by 
scientific  research  in  the  operation  of  this  kaleidoscope.  That  it  does 
play  a big  role  is  beyond  question,  and  the  reason  why  it  does  is 
simple:  Research  turns  up  new  knowledge  — and  knowledge  is  power. 

The  men  responsible  for  operation  of  our  industries  are  aware  of  that 
resource  and  make  use  of  it*  Many  of  the  larger  processing  firms, 
equipment  concerns,  and  package  manufacturers  maintain  their  own  strong 
research  staffs*  Transportation  interests,  the  warehousing  industry, 
and  several  of  the  distributing  chains  conduct  or  sponsor  research*  . A 
number  of  trade  associations  now  set  aside  funds  to  be  used  for  spon- 
sored research.  Research  designed  specifically  to  further  the  farmers1 
interests  is  carried  on  almost  entirely  by  the  States  and  the  Federal 
Government,  because  in  general  the  farm  population  is  too  scattered 
geographically  and  too  diversified  in  interests  to  organize  a research 
program  directly* 

At  this  point  let  me  remark  that  while  public ' agencies  spend  a consider-  - 
able  amount  of  money  on  agricultural  research,  the  sum  is  very  small  both 
in  comparison  with  the  amount  of  public  funds  used  for  research  in  other 
segments  of  our  economy  and  in  proportion  to  the  value  of  agricultural  ' 
products.  In  March  Dr,  Byron  Shaw,  Agricultural  Research  Administrator, 
gave  an  Appropriations  Subcommittee  some  rather  startling  facts*  In 
195l  the  Federal  Government  spent  about  $56  million  on  agricultural 
research,  the  States  slightly  more  — a total  of  $113  million.  This  was 
less  than  J tenths  of  1 percent  of  the  total  cash  receipts,  from  farming 
that  year.  Industry  had  spent  a little  more  than  this  on  certain  lines 
of  agricultural  research  and  to  develop  and  apply  the  results  obtained  in 
Federal  and  State, laboratories.  In  glaring  contrast  to  this  picture,  the 
aircraft  industry  spent  13- percent  of  its  sales  income  for  research,  the 


electrical  machinery  industry  6 percent,  the  chemical  industry  2-|  percent  — 
and  the  Federal  Government  furnished  about  half  of  the  funds  used  for 
research  by  all  industry*  Federal  appropriations  for  agricultural 
research  made  up  less  than  one-fortieth  of  total  Federal  expenditures 
on  research*  In  the  light’ of  these  facts  there  is  no  shadow  of  justi- 
fication for  the  complaint  sometimes  heard  that  Congress  and  the  State 
Legislatures  have  been  unfairly  giving  farmers  a technologic  advantage 
over  'other  segments  of  the  economy  through  this  research  support* 

Much  of  the  publicly  supported  agricultural  research  is  of  the  kind  we 
are  accustomed  to  designate  as  "production  research"  — that  is,  research 
designed  to  develop  better  plants  and  animals,  learn  how  to  control 
diseases  and  pests,  work  out  improved  farm  equipment  and  better  farm 
practices,  and  the  like*  A kind  of  research  we  call  "utilization  research" 
impinges  more  directly  on  the  various  technologies  involved  in  food 
marketing*  We  think  of  it  as  taking  three  major  directions: 

(a)  The  conversion  to  stable  form  of  the  produce  of  our  lands 
during  the  seasons  when  it  is  in  greatest  abundance,  in  order 
to  make  it  available  for  later  uses 

(b)  Reduction  of  the  cost  of  processing  agricultural  commod- 
ities so  that  loss,  wastage,  and  the  price  spread  between 
producer  and  consumer  are  reduced  to  a minimumj  and 

(c)  Development  of  new  and  more  valuable  materials  from 
products  not  now  finding  their  most  advantageous  market,*. 

You  can  'see  at  once  that  new  knowledge  in  .any  of  these  directions  can 
lead  to  far-reaching  transformations  in  food  processing  and  distrib- 
ution, Think  what  the  single  development  of  frozen  orange  juice 
concentrate  has  already  meant  to  the  citrus  Indus  try ; more  than  half 
of  the  total  production  of  oranges  is  new  marketed  in  processed  form* 

No  longer  are  oranges  an  exotic  surprise  to  be  stuffed  into  the  toe 
of  the  Christmas  s to eking j for  many  millions  of  American  f amilies 
orange  juice  is  as  much  a.  part  of  the  normal  breakfast  as  coffee* 

I am  especially  delighted  that  the  plan  for  this  workshop  includes  a 
brief  visit  this  afternoon  to  the  Western  Regional  Research  Laboratory, 
operated  by  the  Bureau-  of  Agricultural  and  Industrial  Chemistry  .in  the 
city  of  Albany,  only  about  3 miles  from  this  campus*  Some  of  the  things 
I have  been  saying  to  you  will  be  far  more  vivid  when  you  see  for  your- 
selves some  • aspects'  of  utilization  research  at  the  Regional  Laboratory* 

You  remember  that  I have  said  research  is  the  quest  for  new  knowledge* 

At  the  Laboratory  this  afternoon  we  expect  to  show  you  several  different 
kinds  of  investigation.  You  call  think  of  each  of  them  as  being  the. 
germ,  the  embryo,'  of  future  technological  developments,  bhat  those 
developments  will  eventually  be,  how  important  or  far-reaching  their 
consequences,  we  shall  certainly  not  Venture  to  predict*  In  fact,  it 
may  well  turn  out  lj,  10,  or  20  years  from  now  that  we  failed  to  recog- 
nize and  show  you  the  most  significant  line  of  research  now  going  on  in 
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the  Laboratory,  You  will  perhaps  be  inclined  to  attach  the ’.most  impor- 
tance to  some  of  our  developments  in  applied  research,  -where  we  can 
show  you  samples  of  new  products  which  are  already  being  actively  taken 
up  by  industry.  We  like  them  too.  We  think  they  are  good  solid  accom- 
plishments, creators. of  new  wealth  that  will  repay  the  cost  of  the 
research  many  times  over. 

tThe  really  unpredictable  work  lies  in  the  field  of  basic  research  — 

'that  is,  the  kind  of  investigation  which  sets  out  to  discover  just  why 
natural  phenomena  behave  the  way  they  do,  and. exactly  what  occurs# 

Most  of  our  applied  research  is  built  on  knowledge  obtained  that  way# 

Out  of  it  may  come  great  and  sweeping  discoveries  that  will' have  tremen- 
dous impact  on  our  economy#  Or  perhaps  nothing  discernible  will  come 
of  it  during  our  lifetimes.  Projects  of  t£e  basic  variety  are  distin- 
guished primarily  by  the  research  man*s  attitude  toward  the  problem, 
his  frame  of  mind#  Above  all,  he  is  curious#  His  objective  is  new 
knowledge,  and  he  plans  his  experiments  so  as  to  ask. the  right  questions 
of  Nature  and  get  unambiguous  answers*  His  is  not  an  idle  curiosity# 

Even  though  the  approach  is  basic,  each  of  these  projects  is  a research 
for  solution  of  problems  encountered  by  producers  or  processors  of 
an  agricultural  .commodity.  . In  some  cases  we.. have  already  demonstrated 
that  this  .’’hard  way”  is  really  the  only  practical  way  to  approach  a 
tough  problem#  , 

I offer  no  apology  for  this  considerable  discussion  of  research.  No 
consideration  of  currents  of  technological. change  would  be  realistic 
without  some  appraisal  of  the  role  of  research.  I return  now  to  the 
main  stream  of  my  subject# 

This  whole,  matter  of  the  interrelations  between  technology  and  food 
marketing-  was.  given  rather  thorough  study  a few  years  ago,  as  many  of 
you  know,  -by  an  initer-Bureau  committee  headed  by  Dr,  F.  F,  Elliott, 
Associate  Chief  of  the  Bureau  of  Agricultural- Economics#  Our  group 
played  some  part  in  the  study.  It  eventuated  in  a ll5-page  bulletin. 
Agricultural  Monograph  No,  lh,  published  in  October  1952  under  the 
title,  11  Technology  .in  Food  Marketing#”  Manifestly  I cannot  even  abstract 
or  summarize  such  a report  in  a few  minutes#  Nevertheless,  some  of  the 
general  conclusions  are  well  worth  repeating.  They  might  be  paraphrased 
as  follows: 

(1)  Technology  already, has  brought  about  a revolution  in  the 
marketing  of  food,  and  the  forward  drive  is  continuing. 

(a)  Partly  or  wholly  through  the  impetus  of  technology^ 
the  volume  of  processed  foods  inqreased  greatly 
during  the  xa;iod  1930-1950# 

.(b)  A vfoole  new  industry  — the  freezing  of  foods  for  mass 
; consumption  — was  created#. 

(c)  New  efficiencies  were  introduced  into  practically  all 
phases  of  processing  and  distribution# 
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(d)  .lariating  services  became  more  numerous,  and  often 
.more  elaborate# 

(e)  The  various  operations  that  together  make  up  the  market- 
ing system  tended  toward  larger  scale  and  closer 
integration# 

(2)  These  changes  have  affected  everyone,  usually  for  the  better# 

(a)  Hie  farmer* s markets  have  been  broadened# 

(b)  The  food  supply  available  to  the  average  family  has 
been  improved# 

(3)  But  technology  has  created  new  problems  as  it  solved  old  ones, 

*'  . i 

(a)  Inp<ifctant  developments  are  accompanied  by  widespread 
dislocations  as  one  product  or  method  displaces 
another# 

(h)  Although  tiie  net  effects  of  the  forward  drive  of  technology 
have  been  favorable,  there  is  nc  warrant  for  assuming  that 
every  future  development  rail  automatically  work  out  for  the 
best# 

(a)  The  problems  created  by  technology  must  be  recognized 
and  met  with  intelligence  and  vigor,  or  minor  dis- 
locations may  grow  into  serious  situations# 

(b)  Recognition  and  understanding  of  problems  accompanying 
technological  change  are  handicapped  by  lack  of  thorough 
case  studies  which  vail  trace  causes  and  effects  through 
all  their  complexities,  and  evaluate  the  effects  real- 
istically# 

Summing  up  this  whole  discussion,  then,  we  may  conclude  that  the  forces 
behind  technologic  change  are  so  strong  that  even  the  rate  of  change 
is  likely  to  increase#  The  food  industries  do  not  yet  approach  the 
rate  of  obsolescence  in  processes  and  equipment  now  characteristic  of 
the  chemical,  communications,  or  automotive  industries#  It  is  hard 
enough  to  assess  trends  even  in  the  kind  of  change  resulting  from 
common-sense  improvements  made  to  meet  competitive  situations;  pre- 
dicting the  effects  of  basic  scientific  discoveries  is  quite  impos- 
sible# Rach  of  these  changes  is  likely  to  produce  a mixture  of 
benefits  and  casualties#  Deliberate  thought  and  action  may  succeed  in 
maximizing  the  one  and  minimising  the  other#  The  task  of  seeing  to  it 
that  the  forces  of  technology  attain  their  greatest  possible  effective- 
ness requires  the  ingenuity,  the  judgment,  and  the  cooperativeness  of 
all  concerned  — that  is,  of  the  farmers,  the  consumers,  and  the  whole 
array  of  industries  engaged  in  food  processing  and  distribution# 
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THE  IMPACT  OF  'MBDHAMIZA§ION  OF  MARKETING 
AND  PRODUCTION  *OF  AGRICULTURAL  PRODUCTS 


Abstract  of  Staton  ent  by 
C*  Guinn  Barr,  Senior  Biologist 
Food  Machinery  & Chemical  Corporation 
San  Jose,  California 


It  is  difficult  to  separate  the  subject  of  marketing  from  that  of 
production*  Jiarketing  problems  are  a part  or  a result  of  the  produc- 
tion picture#  There  is  a tremendous  need  for  increased  crop  production 
to  meet  the  demands  of  a rapidly  growing  population*  ; 

Through  intensified  agriculture,  foodstuffs  are  produced  great  distances 
from  the  point  of  consumption,  posing  problems  in  transportation  and 
marketing*  Production  and  marketing,  therefore,  are  closely  inter-  . 

related# 

? • \ • ■ 

Improvements  in  yield  per  acre  coupled  with  increased  mechanization  have 
raised  the  man-hour  output  160  percent  of  the  1935^1939  average  while 
the  man-hours  -worked have  decreased  to  85  percent  of  the  average  for 
that  period*  ’ ... 

American  farmers  today  have  low  labor  costs  because  they  own  and  operate 
a bigger  power  plant  than  any  other  group  of  producers,  178  million 
housepower  — twice  that  of  19U0* 

Many  labor-saving  machines  used  for  both  production  and  marketing  are 
listed  and  described*  Important  equipment  mentioned  includes 

fa}  Sweet  corn  harvesters,  huskers,  and  cutters 

(b)  Hydro  coolers 

(c)  Juice  concentrators  and  freezers 

(d)  Egg  sixers  and  tabulators 

Slides  are  used  to  illustrate  the  impact  of } machine  development  on 
production  and  labor  requirements*  Trends  in  the  American  public*s 
eating  habits  are  shown.  Some  statistics  are  presented  to  inducate 
the  consumption  needs  to  meet  the  demands  of  the  country* s predicted 
future  population# 

Processes  employed  in  the  harvesting,  handling,  and  packing  of  svreet  corn 
have  made  possible  a product  of  improved  quality  resulting  in  greater 
customer  demand# 


Technical  and  mechanical  developments  leading  to  the  use  of  better 
methods  in  the  preparation'  and  distribution  of  concentrated  frozen 
orange  juice  are  discussed* 
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RESEARCH  IN  MARKET  ORGANIZATION  AND -FACILITIES: 
APPRAISAL  OF  CHRRENT  DORK  AND  F1TTDRE  NEEDS 

Robert  M,  Walsh,  Deputy  Assistant  Administrator 
Agricultural  Research  Administration 


I . 

# „ - 

First  I should  like  to  talk  briefly  on  some  points  that  have  been 
discussed  in  previous  speeches.  v 

7.  - , 

Mr.  Wilcox  in  his  presentation  indicated  a preference  for  national 
regulations  rather  than  variable  state  requirements  with  regard,  to  such 
things  as  labeling  of  products,  methods  of  packing,  weights  of  shipment, 
and  so  on.  There  is  a certain  amount  of  literature  on  this  subject. 

A recent  example  is  the  publication  of  the  National  Research  Foundation 
on  Sanitary  Requirements  for  Milk  and  Dairy  Products.  This  type  of 
publication  presents  much  useful  information.  We  need  many*  more  of  the 
same  high  caliber,  not  only  in  the  field  of  dairy  products,  but  in  other 
commodity  fields  where  state  and  local  regulations  are  proving  burden- 
some to  the  free'  market  flow  of  products, 

I say  this  not  to  make  the  point  that  national  regulation  should  replace 
state  and  local  regulations  in  the  marketing  of  agricultural  products. 

The  point  is,  rather,  that  research,  with  a follow- through  on  the  part 
of  State  Service  and  Extension  workers,  should  throw  a great  deal  more 
light  than  is  now  available  on  'the  burdensome  and  often  inequitable 
nature  of  some  of  the  barriers  imposed  on  the  movement  of'  farm  products. 
Very  likely  the  over-all  marketing  situation-  could  be  improved  by  the 
adoption  of  uniform  state  and  local  requirements  in  some ' cases,1  and  by 
elimination  of  restrictions  in  other  cases.  But  this  can  be  demonstrated 
only' by  comprehensive  and  intelligent  studies,  with  the  facts  and  con- 
clusions carefully  and  clearly  told  to  the  public. 

II 

Another  point  touched  on  by  both  Mr.  Wilcox  and  Dr,  Trelogan  had  to  do 
with  methods  of  selling’ farm  products.  Mr.  Wilcox  mentioned  the  problem 
as  to  whether  pricing  should  be  on  an  f .o.b,  or  delivered  basis,  and 
also  the  serious  question  as  to  whether  auction  markets  function  as  well 
as  they  might  in  sales  of  fresh  produce.  Dr.  Trelogan  cited  the  example 
of  the  Dutch  auction  system,  and  indicated  that  some  of  the  premises 
followed  by  the  Dutch  were  at  variance  with  our  own.  Now  I have  heard 
that  the  Dutch  auction  system  is  quite  successful,  and  not  necessarily 
because  the  Dutch  start  with  high  offering  prices  and  work  down  the 
scale  to  the  first  bidder.  I suspect  that  the  success  of  the  Dutch  auction 
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system  lies  primarily  in  the  organisation  and  management  of  the  auction 
market  itself.  Here  is  a point  of  departure  whereby  we  may  take  a fresh 
look  at  our  own  auction  markets,,  The  extent  of  cooperation  among  farmers 
participating  in  auction  markets  may  be  higher  in  Holland  than  we  can 
expect  to  achieve ' here.  But  the  Dutch  example  should  perhaps  inspire 
comparative  studies  of  methods  and  efficiencies'  of  conducting  auction 
markets  within  the  United  States,  drawing  to  a certain  extent  on  foreign 
experience* 

I do  not  pretend  to  have  the  answer  as  to  whether  pricing  on  an  f.o.b. 
or  delivered  basis  offers  the  better  method.  I know  that  within  the 
past  few  years  sellers  of  inedible  tallow  and  greases,  the  Tenderers, 
were  compelled  by  the  principal  buyers  of  their  products,  the  soapmakers, 
to  shift  from  an  f.o„b.  to  a delivered  basis.  The  Tenderers. were  quite 
unhappy  about  this  situation.  But  now  they  appear  to  be  reconciled  to 
it>  Possibly  it  doesn’t  make  too  much  difference  whether  pricing  is  on 
an  f.o.b#  or  a delivered  basis,  so  long  as  the  practice  followed  is  uni- 
form for  a given  commodity  or  group  of  commodities,  and  if  we  assume 
also  that  every  shipping  point  i,s  in  effect  a basing  point. 

The  subject  of  prices  and  pricing  is  broader  than  indicated  by  the  topics 
just  discussed. 

Free-roarket  prices,  which  economists  talk  about  so  much,  in  many  cases 
seem  to  lie  in  the  age  of  mythology.  Don’t  we  need  to  take  a close  look 
at  some  of  our  "administered”  prices  to  determine  whether  or  not  they 
offer  a better  method  of  pricing  than  might  prevail  in  a less  highly 
regulated  agricultural  economy?  I am  referring  not  only  to  the  rigidities 
imposed  by  direct  price  supports  provided  by  the  Federal  Government,  but 
also  to  the  Order  Markets  where  prices  are  set  by  local  boards  from  month 
to  month  or  even  week  to  week.  TLven  if  we  conclude  that  such  methods  of 
pricing  are  unavoidable,  it  doesn’t  follow  that  the  methods  used  are  the 
best  that  can  be  devised.  Much  effort  has  gone  into  this  field  of  study, 
but  the  problems  involved  are  so-  big  and  important  that  the  research 
effort  should  be  expanded  and  not  relaxed. 

■Some  study  is  being  made  also  of  methods  of  pricing  and  payment  to 
growers  where  crops  are  produced: and  sold  on  a contract  basis.  The 
object  of  such  research,  of  course,  is  to  develop  better  contractual 
terms  if  possible. 

Additional  research  in  the  field  of  prices  and  pricing  could  well  be 
made  with  regard  to  the  role  of  central  markets  in  price  discovery.  The 
trend  in  selling  through  central  markets  appears  to  be  sloping  downward. 
Some  of  the  large  chain  stores  have  shown  a tendency  to  decentralize 
• their  buying  operations.  There  is  also  the  problem  engendered  by  in- 
and-out  buying,  with  "buyers  on  the  sidelines"  on  some  days.  All  this 
intensifies' the  difficulties  of  using  central' market  quotations  as  a 
basis  of  buying  and  selling -in  .outlying  markets.  In  some  cases,  also, 
there  is  no  central  market  for  the  product— tallow  and  greases,  for 
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example,  and  locally-produced  eggs  in  New  England,  How  reliable  are  the 
trade  news  reports  and  the  Federal-State  market  news  reporting?  Are 
such  reports  adequate  to  provide  a basis  of  trading*  particularly  when 
they  show  a wide  range  of  price  quotations? 

I could  perhaps  go  on  and  indicate  more  problem  areas  for  research  in 
the  field  of  pricing,  such  as  the  problem  of  pricing  dairy  or oducts  on 
the  basis  of  bwtterfat  or  on  some  alternative  basis,  But  I am  sure  most 
of  you  are  familiar  with  additional  problems,  and  I will  get  on  to  other 
fields* 

III 

One  of  the  early  important  studies  in  the  field* of  market  organization 
and  structure  was  A,  C.  Hoffman* s publication  in  the  1930* s on  Large- 
Scale  Organization  in  the  Food  Industries,  As  the  scope  of  food  pro- 
cessing  has  increased,  the  size  of  firms 'has  grown,  and  food  processing 
and  distributing  today  is  "big  business, n Bill  Nichols  has  given  us  a 
recent  example  of  this  in  his  publication  on  the  cigarette  and  tobacco 
industry.  Bigness  in  industry,  particularly  when  a relatively  small 
number  of  firms  is  engaged  in  a particular  line,  is  frequently  Suspected 
as  indicating  monopolistic  tendencies,  or  what  some  more  euphemistically 
call  "imperfect  competition*"  However,  as  students  look  into  these 
situations  they  find  a complex  of  legal-economic  arrangements  that  are 
sanctioned  by  custom,  tradition,  legislative  action,  and  the  courtsc 
There  is  nothing  necessarily  wrong  with  bigness,  yet  freouently  there 
are  practices  that  might  be  corrected  for  the  benefit  of  producers  and 
consumersa  Nichols,  for  example,  suggests  that  graduated  rates  of 
excise  taxes  on  cigarettes  would  place  producers  of  lowr-price  brands  in 
an  improved  competitive  position  with  regard  to  producers  of  the  standard 
brands. 

Much  of  agricultural  processing  and  distributing  is  still  in  the  atomistic 
stage,  with  many  firms,  large  and  small,  participating.  Yet  the  evidence 
available  indicates  an  unmistakable  trend  toward  consolidation  and  growth 
in  size  of  firm.  The  BAE  for  example  in  the  Marketing  and  Transportation 
Situation  for  April  this  year  presents  some  revealing  facts  on  trends  in 
the  number  and  size  of  olants  producing  manufactured  dairy  products. 

And  John  If.  Brewster  in  a TTSDA  publication,  Cottonseed  Oil  Mills:  Their 

Comparative  Efficiencies  and  Effects  on  Prices  and  Producers*  Re-turns, 

June  19 33j  indicates  that  the  size  of  marginal  mills  has  been  increasing 
since  at  least  1926,  with  a steady  decline  in  the  number  of  the  smaller 
mills,  Brewster  also  presents  some  interesting  facts  on  the  comparative 
efficiencies  of  cottonseed  crushing  mills  by  type  of  mill — hydraulic 
press,  screw  press,  direct  solvent  extraction,  and  pre-press  solvent— 
for  different  volumes  of  operations. 

We  need  many  more  studies  such  as  these,  along  the  lines  pioneered,  by 
Hoffman,  Nichols,  and  Brewster,  And  1 should  add  Bressler,  with  his 
studies  particularly  of  milk-distribution  routes.  -We  need  comprehensive, 
thorough-going  analyses  of  the  oractices  and  the  trends  in  the  soybean 
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processing  industry,  the  rendering  industry,  the  flour-milling  industry, 
the  bakery  industry,  the  dairy  manufacturing  and  distributing  industries, 
the -textile  industry,  the  *feed^manUfacturing- industry , the'  Vfiole sale 
distribution  systems  for  differerit  products,  the  retail  industry,  and 
so  on -through  practically  every  stage  of  processing  and  distribution  for 
the  various  agricultural  commodities »■  ; 

What  are  the  objectives  of  such  studies?  Well,  first  perhaps,  -we  live 
in  a -dynamic  age.  Things  are  changing i,-‘  The  agricultural  marketing 
industries  are  showing  evidence  of  growth  and  consolidation, • v e need  to 
’ know  more  accurately  and  in  more  detail  what  changes  are  taking  place, 

"so  that  we  may  be  in  a position  to  make  constructive  suggestions  as  to 
how  advantage  may  be  taken  of  economies  of.  scale,  of  the  comparative 
* efficiencies  and  inefficiencies  of  different  types  of  operations,  and 
as  to  ways  of  remedying  questionable  practices  that  are  becoming 
institutionalized  in  some  cases,  I am  not  suggesting  that  we  as  research 
'■-workers  and  educators  should  concern  ourselves  too- deeply  in  direct 
activities  to- bring  about  changes  -'"e  must  first  discover.' the  facts  and 
■relationships-,  and  then  plant  ideas  as  we  would  plant  seeds.  If  the 
ideas  are  constructive  they -will  take  root  and  grow, , and  industry  itself 
in  due  time  will  make  the  harvest. 


■ ; There  is  another  broad' field  in' market  organization  where  relatively 
"'little  Comprehensive  research  work  is  being  done.  And  that  is  the. 
organization  of  the  rrarket  f-or  conducting-  foreign  trade „ .'  '..ell,,  we  may 
say,  that  field  is  broader  than  just  agricultural  products*  . --It  takes 
in  exports  and  imports-'  of  industrial  raw  materials  and  manufactured  pro- 
ducts as  well,,  Besides,  the  Department  of  State  is  looking  into  this, 
and  the  Tariff  Commission,  and  the  Congress  itself  takes  a hand  in  this 
subject  from  time  to  time*  Moreover,  everyone  knows  that  in  the  long 
, run  we  must  import  as  much  as  we  export,  and  we’re  not  doing  it.  So  we 
'have  a dollar*  shortage  in  fbbelgn  countries,  : .i'll  we  can  -do  is  hope  for 
the  best1,,  and’  send  a few  emissaries  abroad*  to  "See  what  they  can  come  up 
with  in'vthe  way  "of  Stimulating  exports'  of  agricultural-  products-* 

Now  this  *is'- a very  opportunistic  attitude,  -Foreign  aid  programs  and 
international  crisis  will  not  bail  us  out  forever.  It’s  true  that  the 
. ' epartment  of 'Agriculture  in 'Washing fob  has  paid  a little  attention  to 
the  over-all  .problem  of  foreign  trade.  But  so  far  as  I know  only  two 
.experiment  stations 'have  arctive  projects'  in  this  field.  The 'field  is 
so  broad  and  so  difficult  - that  it  certainly  warrants  the  attention  of 
some  of .our  best  research  workers  throughout  the  country. 

I am  not  going  to  attempt  a solution  or  even  a linb-'of  attack  for  this 
problem,  I call  it  to  your  attention  as  one  deserving- much  thought  and 
study  c " 
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V 

Getting  back  to  more  intimate  particulars,  I would  like  to  mention  the 
field  of  costs  of  operations  of  plants  or  firms  in  relation  to  size  as 
a field  for  more  intensive  study.  This  is  perhaps  a part  of  the  field 
having  to  do  with  trends  in  the  number  and  sizes  of  plants  mentioned 
earlier.  But  there  are  static  as  well  as  dynamic  elements  in  our 
marketing  system*  Many  plants  maintain  too  small  a volume  of  business 
for  economic  operations.  Such  plants  tend  to  establish  the  marginal 
costs  for  their  particular  segments  of  marketing.  In  many  cases  ?the 
organization  of  the  firm  should  be  modified,  if  feasible,  to  permit  a 
lower  cost  as  percentage  of  sales  either  by  increasing  volume  or  re- 
ducing Plant  size  and  hence  investment.  The  latter  alternative  might 
involve  elimination  of  certain  plants  or  reduction  in  their  functions. 

This  type  of  analysis  might  profitably  be  applied  at  many  points  in  the 
marketing  system.  Study  might  be  made  for  example  of  sacking  sheds, 
country  elevators,  milk  plants,  creameries,  canneries,  cotton  gins, 
slaughter  houses,  feed-mixing  plants,  cotton  and  tobacco  warehouses, 
grain  storages,  refrigerated  warehouses,  wholesale  warehouses,  and  retail 
stores. 

There  are,  of  course,  several  offsetting  factors  that  tend  to  keep  marginal 
plants  or  firms  in  business.  Many  cottonseed  oil  mills  for  example  have 
remained  in  business  under  otherwise  uneconomic  situations  because  their 
capital  costs  have  long  been  written  off.  In  some  communities,  more- 
over, it  is  possible  to  obtain  labor  at  sub-standard  rates'  because  of 
the  relative  immobility  of  labor.  And  many  enterprises  engage  in 
additional  lines  of  activity  where  overhead  costs  may  be  shared  by  such 
other  activities. 

VI 

Another  topic  of  considerable  importance  in  our  agricultural  marketing 
system  has  to  do  with  the  organization  of  the  market  by  location  of 
function.  We  could  with  profit,  I think,  study  the  relative  efficiency 
or  cost  of  straight-line  marketing  channels  compared  with  the  devious 
marketing  channels  that  exist  for  a number  of  commodities. 

Wool  marketing  offers  a good  example  of  what  might  be  called  non-linear 
marketing  channels.  The  domestic  wool  marketing  structure  is  in  part 
the  result  of  a series  of  historical  accidents.  Why  is  it  necessary 
today  for  domestic  wool  growers  to  send  their  wool  in.  the  grease  all 
the  nay  to  Boston  for  storage  and  sale?  Would  it  be  more  economical 
to  have  wool  scouring  centers  close  to  production  areas?  The  answer 
to  questions  such  as  these  would  require  a complete  study  of  the  wool 
marketing  structure  without  preconceived  notions  and  with  complete 
freedom  from  the  bias  of  association  with  entrenched  interests. 
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Similar  problem  areas  exist  for  a number  of  other  commodities.  Where 
should  the  bulk  of  grains  be  stored— on  farms,  at  country  ©levators,  at 
terminal  markets?  What  can  be  done  to  simplify  the  devious  routes  of 
livestock  to  market?  I am  sure  that  other  examples  of  triangular  or 
circuitous  marketing  channels  will  occur  to  you,  and  that  savings  in 
costs  can  be  effected  through  studies  aimed  at  a more  rational  location 
of  marketing  functions. 


An  now  I would  like  to  get  over  into  William  Crow’s  field  a little,  and 
speak  of  facilities.  He  spoke  to  us  the  other  day  and  showed  how- 
savings  in  cost  can  and  are  being  made  through  facility  planning.  He 
did  speak  briefly  on  how  one  learns  to  be  an  expert  in  facility  planning, 
mainly  by  doing,  and  on  the  part  of  the  State  agencies  by  working  with 
the  experts  from  Crow’s  shop.  But  so  far  as  I know;  there  is  no  formal 
research  under  way  on  the  principles  of  facility  planning.  He  tells  me 
that  most  of  the  principles  his  shop  uses  have  been  learned  the  hard 
way,  by  trial  and  error.  For  example,  in  planning  the  height  of  rail- 
road receiving  platforms  the  planners  originally  accepted  without 
question  the  recommendation  of  the  Association  of  American  Railraods 
of  a 39-inch  height.  Subsequent  experinece  has  shown  that  a 55-inch 
height  is  more  efficient  for  loading  and  unloading  refrigerator  cars, 
and  a U5-inch  height  is  more  efficient  for  box  cars. 

Crow  and  his  people  have  done  an  excellent,  one  might  even  say  a 
spectacular,  job  in  facility  planning.  let  the  surface  has  only  been 
scratched.  There  is  a tremendously  large  succession  of  facilities 
from  the  farmer  to  the  consumer,  most  of  them  small  and  local  in 
character.  Here  is  a vdde  field  for  planning  by  local  and  State  agencies, 
llr.  Crow’s  shop  is  comparatively  small,  and  obviously  cannot  do  all  this 
work*  It  must  be  done,  if  it  is  done  at  all,  by  local  people  on  the 
soot— peoole  who  are  somewhat  acquainted  with  the  needs  for  moderniza- 
tion of  country  elevators  within  the  State,  cotton  gins,  cold-storage 
lockers,  milk  plants,  and  so  on.  Perhaps  the  local  planners  will  have 
to  learn  by  doing,  starting  with  one  or  two  facilities  of  a given  kind, 
and  applying  the  skills  acquired  to  other  facilities  of  the  same  kind 
throughout  the  state,  I am  sure  Mr.  Crow  will  be  willing  to  act  as 
consultant,  and  will  try  to  answer  any  questions  on  principles  of 
planning  or  on  methods  of  procedure  that  he  can.  It  wall  not  be  necessary, 
however,  for  State  and  local  planners  to  duplicate  all  the  skills 
developed  in  planning  large  interstate  facilities  for  which  specialized 
knowledge  has  been  gained  by  federal  workers.  The  wide  opportunity  for 
planning  local  facilities  can  hardly  be  over-estimated.  Here  is  a field 
where  more  of  the  state  agencies  need  to  acquire  skills  so  that  facility 
planning,  wh ere  needed,  may  be  conducted  over  a much  wider  area  than  is 
now  possible. 
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VIII 

In  summary , I hav©  torched  somewhat  briefly  on  a number  of  topics  or 
problem  areas  in  the  field  of  research  on  market  organization  and 
facilities,  if  have  discussed  institutional  barriers  impeding  the  flow 
of  farm  products  to  market,  some  problems  in  pricing  farm  products,  the 
evidence  of  change  in  the  organization  and  structure  of  firms,  th©  need 
for  research  on  problems  of  foreign  trade  in  agricultural  products,  the 
cost  of  operation  of  plants  or  firms  in  relation  to  volume  of  business, 
the  organization  of  the  market  for  particular  commodities  by  location 
of  functions,  and  the  need  for  State  and  local  agencies  to  acquire 
experience  and  skills  in  facility  planning,  I am  sure  that  there  are 
other  problem  areas  in  this  broad  field  of  research  that,  oh  reflection, 
will  occur  to  you,  • - 
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Presentation  at  General  Session 
Thursday  morning,  August  13 

..  SERVICE  PROGRAMS  OF  STATE  DEPARTMENTS  OF  AGRIOTtlTTTRE  AMD  BUREAUS 

of  farkets  to  improve  market  organization  and  facilities? 

APPRAISAL  OF  CURRENT  WORK  AND  FDTTJRE  NEEDS 

John  A.  Winfield,  Director,  Division  of  Markets 
North  Carolina  Department  of  Agriculture,  Raleigh,  North  Carolina 

It  is  a great  responsibility  and  honor  to  be  privileged  to  represent  the 
State  Deoartments  of  Agriculture  and  Bureaus  of  Markets  on  the  1953 
National  Marketing  Workshop  program. 

We  are  appreciative  of  the  opportunity  to  explain  the  contribution  we 
seek  to  make  in  the  movement  of  agricultural  commodities  -along  the  way 
toward  end-uses.  We  are  in  touch  with  this  movement  from  day  to  day  in 
certifying  the  quality  of  farm  commodities,  in  administering  control 
programs, -in  assembling  and  disseminating  market  news  information,  and 
in  conducting  other  general  service  work  in  the  marketing  field.  We  use 
the  results  of  research  findings  constantly  without  properly,  appreciating, 
in  most  instances,  the  effort  expended  by  research  people  in  making  these 
findings  .available  for  application.  We  cany  these,  results  out  in  the 
field  daily  in  an  informal  manner.  We  do  some  educational  work,  and  are 
afraid  to  admit  it  because  we  could  be  accused  of  stealing  the  thunder 
of  other  agencies. 

We. come  to  you,  then,  confessing  our  sins,  begging  forgiveness,  and 
: offering  our .cooperation  in  an  integrated  program  to  imorove  market 
. organization  and  facilities,  because  we  sincerely  believe  the  total  re- 
sources of  research,  education,  and  service  agencies  in  the  marketing 
field  if  properly  harnessed— codrdinated,  let  me  say— will  allow  us  to 
, go  forward  in  reaching  our  optimum  production  potential  and  in  converting 
this  production  to  the  general  welfare  of  all  the  people. 

Marketing  programs  over  the  country  vary.  Service  and  regulatory 
responsibilities  are  handled  by  different  agencies  of  the  government  in 
jthe  different  states.  The  organization  of  the  California  Department  of 
Agriculture,  of  New  fork,  and  of  North  Carolina  is  vastly  different. 

The  Division  of  Markets  in  the  California  and  New  York  Departments  of 
Agriculture  are  organized  in  bureaus  which  cro'ss*-commodity  lines,  while 
in  North  Carolina  we  follow  commodity  lines  with  our  organization  in  7 
sections  of  the  Division  and  cross  these  lines  in  it  sections.  In  South 
Carolina,  Maryland,  Indiana,  and  perhaps1  other  states,  many  of  the 
customary  regulatory  and  service  programs  in -marketing  are  .administered 
as  a part  of  the  Extension  program.  The  Croo  Reporting  Service,  and  • 

: .-Weights  and  Measures,  are  bureaus  within  the  Division ; of  Markets  in 
California  and  many  other  states.  These  services  are  separate  Divisions 
of  the  North  Carolina  Department  of  Agriculture.  Arrangements  for 
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carrying  out  these  programs  have  been  provided  for  by  legislative  bodies 
in  most  of  the  states,  and  evidently  are  meeting  the  needs  in  their 
respective  states;  otherwise  changes  in  line  with  the  thinking  of  those 
responsible  for  the  marketing  of  agricultural  products  in  these  states 
would  be  made,  or  will  be  made. 

This  situation  points  up  sharply  the  difficulty  of  arranging  for  uni- 
formity in  cooperative  agreements  between  the  TJ.  S.  Department  of 
Agriculture  and  between  agencies  charged  with  the  responsibility  of 
carrying  out  these  programs  in  the  states.  It  also  serves  to  emphasize 
the  need  for  versatility  on  the  part  of  specialists  with  the  D,  S. 
Department  of  Agriculture  and  with  state  agencies.  Change  comes  about 
rather  slowly.  However,  changes  that  are  obtained  as  a result  of  careful 
deliberation  on  the  part  of  state  and  Federal  people  responsible  for 
marketing  service  programs  are  much  more  ‘effective  'in  operation  than  if 
an  attempt  is  made  to  unduly  force  these  changes  and  to  seek  extreme 
uniformity  on  the  Federal  level  without  recognizing  the  different 
problems  and  approaches  toward  the  solution  of  these  problems. 

This  condition  also  brings  us  to  what  we  think  is  the  real  root  of  the 
situation,  the  real  purpose  of  the'  National.  Marketing  Workshop  program, 
which  is:  . To  bring  the  research  man,  the  economist,  and  specialists  in 
extension  and  service  work  to  a better  understanding  of  each,  other *s  " 
problems.  1/Ve  need  to  realize  that  if  we  are  to  acquire  efficiency,  in 
the  marketing  of  agricultural  commodities,  we  must  draw  upon  the  personnel 
resources  of  each  of  these  agencies  and  direct  the  activities  toward  an 
integrated  program,  and  each  of  us  must  make  an  honest  effort  to  under- 
stand bur  mutual  problems  and  work  together  cooperatively  to. accomplish 
the  objectives.  We  should  also  realize  that  in  most  cases  we  draw  our 
sustenance  from  the  taxes  of  all  people;  therefore,  we  should  think  first 
of  all  the  people  in. offering  a packaged  marketing  program  that  represents 
the  best  thinking  of  each  and  all  of  us. 

We  are  moving  in  that  direction  more  quickly  than  some  of  us  might  think. 
Research  in  plant  breeding  saved  the  tobacco  industry  of  North  Carolina 
by  quickly  developing  Black  Shank  and  wilt  resistant  varieties  of  flue- 
cured  tobacco.  The  Extension  Service  spread  this  information  in  the 
remote  areas  of  our  state  and  received  cooperation  from  all  segments  of 
our  economy  in  carrying  these  results  to  the  so-called  grass-root  boys. 
This  had  to  be  done  and  done  quickly  because  we  receive  more  than.  50  . 
percent  of  our  total  agricultural  income  from  tobacco. 

I hope  you  will  pardon  me  for  personal  reference.  I happen  to.be  a 
small  farmer  growing  some  tobacco,  as  well  as  a worker  in  the  field  of 
agriculture.  You. can  see,  therefore,  that  I am  particularly  appreciative 
of  research  and  extension  work  and  the  great  contribution  that  can  be 
made,  not  only  from  the  standpoint  of  a long  time  outlook,  but  also  from 
the  standpoint  of  conditions  bordering  an  emergency  when  quick  solutions 
are  a necessity. 
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If  we  are  to  give  you  specifically  what  we  are  .trying  to  do  toward 
improving  market  organization  and  facilities  and  properly  evaluate  this 
work,  then  we  must  give  you  briefly  the  approach  we  take  in  the  Markets 
Division  of  our  state.  There  are  no  national  precedents  or  patterns  in 
cure  service  work  accept  in  the  following  fields: 

(1)  Regulatory  - certifying  the  grade  and  quality  of  agricultural 
commodities  moving  or  expected  to  move  in  commerce. 

(2)  Control  - enforcement  of  state  and  Federal  statutory 
provisions  regarding  the  movement  of  agricultural  commodities. 

(3)  Market  News  - The  Division  of  Markets  in  our  state  is 
divided,  as  previously  mentioned,  into  7 commodity  sections. 

For  this  discussion,  we  want  to  report  on  the  work  handled 
by  three  sections — tobacco,  cotton,  and  livestock. 

We  selected  the  three  mentioned  because  tobacco  is  the  major  source  of 
agricultural  income,  and  in  the  Division  we  expend  less  money  in  this 
section  than  in  any  of  the  remaining  nine  sections  except  cooperatives 
and  transportation.  We  employ  only  two  specialists  in  this  field  as 
compared  with  three  specialists  and  two  laboratory  technicians  in 
cotton,  and  four  specialists  in  livestock.  We  selected  cotton  because 
our  approach  is  primarily  of  a technical  nature,  and  livestock  because 
we  think  it  offers  as  outstanding  an  example  of  cooperation  between 
research,  extension,  and  Department  of  Agriculture  employees  in  the 
field  of  marketing  as  you  will  find  anywhere  in  the  country. 

TOBACCO 

In  tobacco,  we  believe  that  onr  first  job  is  to  improve  the  sorting  and 
conditioning  of  tobacco  after  it  is  in  the  pack  barns  and  in  the  process 
of  being  prepared  to  place  on  warehouse  floors  for  sale.  We  begin  a 
direct  action  program  on  this  problem  just  orior  to  the  opening  of  flue- 
cured  markets  in  August  and  continue  through  January  when  the  burley 
markets  close  in  western  North  Carolina.  Meetings  for  demonstrations  in 
sorting,  tieing,  and  conditioning  tobacco  are  arranged  by  county  agents, 
vocational  agriculture  and  veteran  teachers,  Cur  junior  tobacco 
specialist  conducted  UO  of  these  demonstrations  during  the  last  marketing 
season.  He  was  assisted  by  extension  personnel  whenever  available  and 
used,  at  all  times,  pertinent  research  information  cleared  in  conferences 
with  extension  tobacco  specialists.  This  program  must  vary  from  year  to 
meet  changes  in  crop  conditions  affecting  quality  and  demand. 

We  think  the  second  most  important  specific  service  job  in  improving  the 
marketing  of  tobacco  is  to  furnish  technical  advice  and  assistance  to 
producer  groups  planning  to  organize  cooperatives  to  operate  sales 
warehouses.  Let  me  point  out,  however,  that  this  service  is  offered 
only  upon  request  and  that  it  is  also  available  to  private  groups  when 
requested. 
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The  organization  of  a- successful  cooperative  demands  a clear  understanding 
of  the  problems  of  'organisation/  operation';  and  financ’es,  and  the  ability 
to  impress  upon  groups  planning  to  organize  cooperatives  the  hazards *ais-- 
well  as  the  advantages  'in  such  an' 'undertaking#  Our -specialist  in 
cooperatives  assists  the  senior  tobacco  specialist  in  this  undertaking,' 
The  conference  method  is  used  in  perfecting  plans  to  raise  local  capital, 
arrange  "loans  from  local-  banks  or  from  the  Bank  of  Cooperatives,  secure 
charters,  seleet  directors,  purchase  sitesj,  construct  Or  rent  warehouses, 
and  set  up  machinery  to  operate  these  ware houses,  We  meet  with  the 
directors  at  preactically  all  regular  and  called  meetings  during  the  : 
organization  period  and  -during  the  first  year  of  operation;,  We  have  the 
resoonsibility  by  State  statute  of  siipervising  the  financial  affairs  of 
all  cooperatives  operating  in  the  state!'  It  is  mandatory  that  copies  of 
annual  financial  reports  be  furnished : our  office  for  study  and 
recommendation.  1 ; . - " - 


During  the  last  four  years,  four  cooperative  warehouses  for  the  sale  of 
tobacco -have  been  organized.  It  takes' approximately  $300,000  of  capital 
to  operate  a tobacco' sales  warehouse,  - One  of  these  warehouses,  located' 
on  a small  market,  was  liquidated  due  to  poor  management  and  insufficient 
volume,'  but  without  financial' loss,,  The  remaining  three,  located  on 
large  markets/'  have' been  very  successful  and  have  saved  growrer-pa  irons 
over  §250,000  in  sales  charges  since  they  were  organized.  Two  of  these 
warehouses  have  operated  three  years  and' the  other,  two  years,  A fifth 
cooperative  warehouse  Started  sales  this  year.  We  expect  to  see  this 
movement  increase  Unless  economic  conditions  turn  downward  and  tobacco- 
producers  are -unable  to- raise  the  necessary 'funds  to  Continue  this 
cooperative  undertaking. 

Operators  of  all  tobacco  warehouses  in  North  Carolina  are  required  by 
law  to  furnish  us  at  the ' end  of  each  .ijiprtth  during  'the  sales  season  a' 
notarized  report  Showing  total  producer  sales  in  pounds '-and  dollars  and 
total 'resales  in  pounds  and  dollars,  -We 'had  333  warehouses  in  the  state 
during  the  1952-33  season.  Generally,  ownership  of  warehouses  and  re-  - 
placements  show  changes  of  from  1 to  5'  percent ' annually  * Close'  contacts 
with  local  Boards  of  Trade  and  warehouse  operators,  however,  enable  Us 
to  secure  this  information  (it  has' -to  be  100  percent  accurate  and-, 
complete) ."-‘•We :tiave  never  had -to  bring  enforcement  proceedings  to  secure 
these  reports,  This  information  is  used  extensively  by  all  segments  of  - 
the  tobacco  - industry,  and  the  contacts  made  in  securing  it  are  of  great 
value  to  us  in  planning  service  programs,  ‘ 

The  third  phase  of  our  service  pro-gram  in  tobacco  has  to  do  with ■ c'oordinat 
ing  the  total  tobacco  program.  We  are  fortunate  in  having  as  our  senior 
tobacco  marketing  specialist  a man'- with  a great  amount  .'.of  practical 
marketing  experlene'e  in  both  the  TTnited  States  and  foreign  traden  He  • 
did  most  of  the  detail  work  in  19U6  in  organizing  the  North  Carolina  ' " 
Tobacco  Advisory  Council,  and 'serves  as  secretary  of  this  group.  The 
Council  is' sponsored  by  the  Governor  and  has  in  its  membership  key 
representatives  of  research  and  extension  at  State  College  and  Duke 
TTniversity,  the  State  PMA  Committee,  the  North  Carolina  Department  of 
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Agriculture,  manufacturers,  warehouse  operators,  farm  organizations, 
farmers,  and  merchants,.-  This  Council  is  at  present  headed  by  the 
Commissioner  of  Agriculture,  who  recently  succeeded  the  Director  of 
Research  at  State  College*  The  purpose  of  the  Council  is  to  coordinate 
the  thinking  and  action  of  representatives  of  the  tobacco  industry,  and 
to  plan  for  its  future  program  and  development.  It  oiloted  the  formation 
of  the  Tobacco  Stabilization  Corporation  in  191-1.6  and  Tobacco  Associates 
in  19h9»  To  read  the  list  of  its  membership ' is  to  recognize  that  its 
recommendations  carry  tremendous  weight  in  all  areas  of  the  tobacco 
business. 

The  fourth  and  final  phase  of  our  service  program  in  tobacco  marketing 
could  be  labeled  controversial.  Our  senior  specialist  serves  as  secretary 
of  the  National  Tobacco  Tax  Research  Council,  This  group  has  an  annual 
operating  budget  of  $52,000  and  maintains  a full  time  office  and  staff 
in  Richmond,  Virginia.  Its  purpose  is  to  oppose  any  increase  of  taxes 
on  tobacco  and  tobacco  products  at  all  levels  of  government— -national 
state,  county,  and  city— and  to  work  for  the  reduction  of  such  taxes 
now  existing*  This  is  done  with  the  belief  that  there  is  a saturation 
point  in  these  taxes  and  that  they  have  a tendency  to  discourage  the 
domestic  uses  of  tobacco  which,  in  turn,  reduces  the  receipts  of  tobacco 
producers. 

In  connection  with  this  fourth  phase. of  our  -urogram,-  I would  remind  you 
that  North  Carolina  produces  two-thirds  of  the  Bright  Flue-Cured  tobacco 
grown  in  the  United • States — the  principal  type  used  in  the  manufacture 
of  cigarettes.  North  Carolina  tobacco  producers  received  $B50  million 
for  tobacco  in  1952.  ' This  return  accounted  for  roughly  58  percent  of 
our  total  agricultural  ’ income c 

The  Federal  government  collected  just  over  1*5  billion  dollars  from  the 
8 cents' per:  pack- tax  on  cigarettes  in  1952,  or  $1*33  for . each  wound  of 
tobacco  used  in  the  manufacture  of  these  cigarettes.  The  oroducer  of 
this  tobacco  received  52  cents  per  pound. 

We,  along  with  the  other  states  producing  flue-cured  tobacco,  levy  10 
cent  per  acre  to  support  Tobacco  Associate's,  whose  primary  purpose  is 
to  promote  the  sale  of  tobacco  in  export  channels,  Producers  voted 
overwhelmingly  in  a referendum  held  in  1950  to  make  this  levy,-  They 
have  the  privilege  to  request  a return  of  this  assessment  at  any  time. 

Thus  far,  only  one  producer -has  requested  a return— this  amounted  to 
30  cents. 

Finally,  as  wre  leave  the  evaluation  cf  this  phase  of  our  Division  program 
to  you,  allow/  me  to  point  out  that  the  salary  and  expenses  of  our  senior 
tobacco  marketing  specialist  are  paid  entirely  from  state  funds.  The 
grading  and  market  news ‘ nr ogram  in  tobacco  is  primarily  a Federal 
responsibility,  even  though  we  make  a token  payment  in  support  of  the 
market  news  program  and  release  the  daily  reports  through  our  office. 

We  believe  our  service  program  in  tobacco  marketing  is  properly  directed 
and  pays  good  dividends.  We  also  believe  that  in  this  program  we 
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recognize  the  need  for,  and  are  working  together  toward  improving,  the 
marketing  of  tobacco  not  only  in  our  state  but  in  all  channels  in  which 
tobacco  produced  in  the  United  States  moves. 

COTTON 

For  decades  North  Carolina  agriculture  followed  the  age-old  pattern  of 
a single  cash  crop,  tenancy,  exploitation  of  human  labor,  and  the  dis- 
sipation of  soil  resources.  Cotton  was  the  cash  crop.  Diversification 
came  in  the  mid  20* s with  agricultural  leaders  and  the  press  idolizing 
the  farmer  who  could  survive  without  growing  cotton.  Today,  our  goal 
is  balanced  farming  and  wre  attempt  to  evaluate  a cash  crop  not  on  the 
basis  of  gross  income  but  as  it  facilitates  the  efficient  use  of  land, 
labor,  and  capital  in  producing  maximum  net  income. 

This  advanced  program  in  North  Carolina  has  brought  about  a reduction 
in  the  number  of  acres  planted  to  cotton  from  an  average  of  more  than 
1-1/2  million  in  the  five-year  period  1921-1925  to  688,000  for  the 
period  1983-1987  and  7214,000  for  the  1988-1952  period.  7’ost  of  the 
state* s agricultural  leaders  are  convinced  that  700,000  acres  of  cotton 
yielding  one  bale  or  more  per  acre  is  a minimum  in  our  balanced  farm 
program. 

Again  we  are  fortunate  in  having  as  head  of  the  cotton  section  a practical 
gin  engineer  familiar  with  cotton  marketing  problems  and  qualified  to 
work  with  organizations  and  government  agencies  concerned  with  cotton. 

Studies  prior  to  1988  indicated  two  serious  handicaps  to  orofitable 
cotton  production  in  the  state.  These  were  (l)  "hog  round"  marketing, 
that  is,  selling  cotton  at  the  farm  or  gin  level,  and  at  small  receiving 
points  without  benefit  of  grading  or  classification;  and  (2)  blanket 
discoiints  on  account  of  noor  gin  processing.  Actually,  North  Carolina 
mills  were  getting  away  from  North  Carolina  cotton.  The  studies 
mentioned  above  plus  the  field  experience  of  our  specialists  provided 
ample  evidence  that  technical  assistance  to  cotton  gins  offered  the 
most  practical  solution  to  our  cotton  marketing  problems.  We  were  able 
to  secure  local  funds  and  ANA  assistance  to  get  an  improved  program 
under  way  in  1988.  We  hired,  two  gin  specialists  and  put  them  to  work. 

We  believed  we  knew  where  we  were  going  and  how  to  get  there. 

We  began  our  service  program  with  a gin-to-gin  inventory  of  gin  facilities 
and  made  spot  inspections  of  gin  elements  for  adjustment  and  repairs. 

Also,  we  evaluated  each  gin  for  adequacy  to  meet  conditions  in  its  area 
of  production.  WTien  the  ginning  season  got  under  way,  we  made  a second 
inspection  trip  to  check  on  (1)  operating  techniques  and  "know  how"  of 
gin  employees,  (2)  local  harvesting  practices  as  reflected  in  the  seed 
cotton  brought  to  the  gins,  and  (3)  marketing  customs  prevailing  from 
area  to  area.  The  data  acquired  through  gin-to-gin  inspections 
determined  our  recommendations  for  improvements  for  each  particular  gin. 
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We  never  develop  blanket  or  stereotype  recommendations — this  policy,  we 
believe,  explains  the  excellent  cooperation  we  receive  from  North  Carolina 
ginners.  P/e  were  able  to  be  of  some  assistance  to  each  of  the  5>00  gins 
visited  in  19U8.  This  assistance  varied  from  gin  to  gin  and  ranged  from 
the  making  of  simple  adjustments  and  discussion  of  operating  techniques 
with  employees  to  the  drawing  up  of  detailed  plans  for  new  gin  installa- 
tions to  operate  in  19U9.  We  have  followed  this  procedure  for  five 
seasons  and  have  averaged  just  over  1-1/2  visits  yearly  to  each  of  the 
state1  s remaining  k$l  cotton  gins.  yre  have  expanded  the  scope  of  our 
services  yearly  to  take  care  of  new  developments  in  gin  engineering  and 
new  pre-g inning  processing  incident  to  mechanical  harvesting. 

Nearly  50  percent  of  our  ginners  are  affiliated  with  county  or  area 
groups  organized  primarily  for  mobilizing  the  ginning  industry  in  support 
of  a better  agriculture.  We  modestly  take  credit  for  these  ginner  organi- 
zations. Their  meeting  dates  are  so  arranged  that  one  of  our  three 
specialists  can  attend  each  meeting.  County  agents  and  state  extension 
specialists  find  these  groups  most  cooperative  in  supporting  educational 
programs.  P/e  release  a gin  letter  at  intervals  depending  on  time  of  year 
and  timeliness  of  subject  matter.  This  letter  is  mentioned  only  for  its 
effectiveness  in  breaking  down  the  distrust  which  is  common  in  state 
agency  and  industry  relationships.  Our  specialists  are  accepted  more  as 
members  of  the  ginning  industry  than  as  state  employees. 

In  evaluating  this  service  program,  we  must  remember  that  our  objectives 
are  shared  by  all  agencies  concerned  with  cotton  and  that  there  is  no 
way  of  ascertaining  just  what  is  creditable  to  any  one  agency.  We  do 
insist  that  whatever  contribution  our  service  program  has  made  to  the 
improvement  of  North  Carolina  cotton,  it  could  not  have  been  done  with- 
out the  good  will  and  encouragement  of  the  raw  cotton  interests  and  other 
state  and  Federal  agencies  concerned  with  cotton. 

ttough  preparation  of  cotton  in  North  Carolina  has  dropped  from  16.U  per- 
cent in  19h7  to  1.3  percent  in  1952,  according  to  NSDA  cotton  quality 
statistics.  In  dollars  and  cents,  the  75,000  bales  rough  ginned  in  19U7 
meant  a loss  of  nearly  ')2  million  in  farm  income.  In  1952,  the  number 
of  bales  showing  rough  preparation  was  7,h00  with  a loss  of  just  over 
$66,000. 

North  Carolina  ginners  have  spent  approximately  >2  for  new  machinery  for 
each  bale  of  cotton  ginned  since  our  service  work  began.  Despite  our 
small  per-unit  ginnings,  our  gins  compare  favorably  with  those  in  larger 
producing  areas.  Our  ginners  are  keeping  abreast  with  the  adaptation  of 
their  facilities  to  mechanical  harvesting. 

P/e  have  been  complimented  by  the  State  of  Virginia  in  requesting  that 
our  services  be  made  available  to  their  26  gins.  We  have  been  doing  this 
for  the  past  two  years.  Also,  we  have  furnished  Louisiana,  upon  request, 
some  assistance  in  making  plans  to  set  up  a similar  program. 
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As  a companion  service  in  our  marketing  work,  we  have  recently  estab- 
lished a cotton  fiber  testing  laboratory  in  order  that  North • Carolina 
cotton  may  have  the  same  advantages  market— wise  as  cotton  from  other 
areas.  This  service  has  been  well  received  by  cotton  mills  and  cotton 
merchants.  Our  specialists  work  with  mill  technicians  very  much  as  we 
work  with  gin  machinery  sales  engineers,  be  'believe  that  our  laboratory 
has  accelerated  the  establishment  of  commercial  and  private  laboratories 
and  the  more  extended  use  of  laboratory  tests  in  marketing  as  well  as 
processing. 

In  spite  of  the  great  savings  shown  from  cutting  rough  preparation  in  our 
cotton— and  the  increase  in  selling  on  a graded  basis — the  greatest 
results  of  the  program  are  intangible  and  cannot  be  evaluated.  Improved 
ginner-customer  relations,  cooperation  in  promoting  better  business 
practices,  plus  the  bringing  together  of  farmers,  ginners;  merchants, 
and  spinners  in  a concerted  effort  to  adapt  production  to  end-use 
requirements  have  implications  beyond  monetary  values. 

LIVESTOCK 

Sale  of  livestock,  other  than  hogs',  has  been  of  minor  importance  as  a 
source  of  farm  income  in  North  Carolina  for  many  years.  Estimates  based 
on  volume  and  sources  of  meat  sold  through’  grocery  stores  and  restaurants 
indicate  that  some  two-thirds  of  the  supply  is  procured  from  outside  the 
state.  Large  numbers  of  North  Carolina  hogs  move  to  packing  plants  just 
over  the  state  line  for  processing,  • 

Acreage  control  programs  on  cash  crops,  emphasis  on  a balanced'  farm 
program,  and  the  development  of' more  adaptable  clovers  and  grasses  have 
contributed  to  the  expansion  of  permanent  pastures  and  to  an  increasing 
interest  in  livestock  production. 

The  need  for 'increased  attention  to  livest.  in  general,  and  marketing 
in  particular,  has  led  to  the  development  of  a team  composed  of  research, 
extension,  and  service  personnel  who,  through  a cooperative  approach,  are 
coordinating  their  efforts  for  the  improvement  of  livestock  development 
in  our  state.  Sharp  lines  of  demarcation  among  these  three  services 
have  been  forgotten.  We  plan  our  wrork  together  democratically  and  with-- 
out  prodding  from  the  "powers"  that  be.  In  fact,  the  so-called  "powers" 
rally  to  furnish  the  tools — the  aooronriations  to  push  the  livestock 
program. 

In  December— we  should  call  this  planning  and  evaluating  month  for 
service  personnel — representatives  of  the  three  services  do  basic  pro- 
gram planning  for  the  year  ahead.  These  plans  are  carried  out  jointly, 
if  possible,  by  personnel  from  the  three  agencies.  Conferences  are  also 
held  at  irregular  intervals  during  the  year  to  view  the  progress  being 
made  and  to  suggest  any  changes  that  might  be -desired.  We  recognize 
that  it  is  difficult  to  draw  a line  between  production,  marketing,  and 
promotion. 
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We  get  the  year  under  way  with  a series  of  livestock  schools  which  are  . . 
primarily  the  responsibility  of  the  extension  service.,  These  schools 
are  planned  in  December  following  requests  from  county  agents*  Extension 
specialists  and  specialists  with  the  livestock  section  of  the  Department 
of  Agriculture  discuss  pertinent  information  planned  in  advance,  but 
generous  doses  of  local  conditions  arp  given  the  greatest  attention* 
Research  specialists  and  local  leaders  alsp  contribute*  These  schools 
were  held  in  55  of  the  state *s  100  counties  last  year0  They  are  generally 
completed  in  January  and  February,  and,  for  all  practical  purposes,  are 
without  parallel  in  genuine  usefulness  in  our  livestock  program.  This 
is  where  detailed  schedules  are  planned  for  things  to  follow,  such  as, 
shows,  sales  (both  purebred  and  commercial),  lamb  and  wool  pools,  pasture 
and  feedlot  demonstrations,  and  visits  to  individual  producers, 

T'e  move  on  into  junior  fat  stock  shows  and  sales  and  the  movement  of  . fed  . 
cattle  to  market  following  the  January  and  February  livestock  schools. 

The  shows  and  sales  are  primarily  a responsibility  of  the  Extension 
Service;  however,  we  assist  in  sorting,  grading,  and  judging  the  calves. 
The  number  of  beef  calves  sold  in  these  shows  and  sales  over  the  state 
jumped  from  768  animals  at  22  shows  in  1?1>8  to  1,167  animals  at  38 
shows  during  the  1952  season. 

In  moving  the  fed  cattle  to  market,  which  rests  mostly  upon  us,  we'  depend 
on  the  county  agents  to  provide  us  each  year  with  a list  of  cattle  on 
feed  in  their  counties,  location,  number,  kind,  conditions,  and  the 
desirable  time  to  move  them.  17 e compile  these  lists  and  distribute  them 
to  all  interested  packers*  We  insoect  the  cattle  with  the  county  .agents 
and  recommend  that  they  be  sold  on  a carcass  graded  basis,  particularly 
if  we  are  doubtful  that  the  producer  knows  the  Quality  of  his  offerings. 

Te  employ  a full  time  meat  grader,  who  is  paid  solely  from  state  funds 
to  grade  carcass  cattle  in  local  plants  cooperating  in  the  orogram0 
These  plants  must  have  an  "A"  rating  from  the  Veterinary  Division  of  the 
Department  and  the  Board  of  Health*  (This  service  got  under  way  in 
April  follov/ing  the  end  of  OPS.) 

We  graded  just  over  3,500  carcasses  weighing  approximately  1*1  million 
pounds  during  April,  May,  and  June  of  this  year.  Y.'e  also  assist  the 
plants  cooperating  in  this  program  in  selling  North  Carolina  graded  beef 
to  state  institutions,  chain  stores,  and  restaurants.  I might  add  that 
■he  State  Restaurant  Association  is  a key  sponsor  of  the  meat  grading 
program* 

We  conducted  cooperatively  26  lamb  pools  in  1952  through  which  10,726 
lambs  were  marketed.  We  also  held  three  -wool  pools  handling  163,000 
pounds  of  wool.  The  scheduling  and  detail  planning  of  the  lamb  marketing 
and  wool  program  is  primarily  our  responsibility*  We  are  assisted,  how- 
ever, by  county  agents  and  other  extension  personnel. 
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Feeder,  palf  sales  sponsored  jointly  by  the  livestock  section  of  the 
Division  and  the  Extension  Service  get  under  way  in  September*  These 
sales  are  organized  in  detgj.1  --regulations  are  specific  and  enforced  to 
the  letter  under  our  joint  supervision.  Since  a selecting  committee 
headed  by  the  county  agent  in  each  county'  inspects  all  calves  nominated, 
.we  know  in. advance,  the  number  of  calyes  that  will  be  offered  and  the 
condition,  of  each  lot*  Calves  are  sorted  in  lots  by  size,  sex,  breed, 
and  grade  so  that  uniform  feeder  calf  "packages"  may  be  offered  to  buyers. 

.Prior  to  1952,  sponsorship  was  a three-way  affair  with  local  chambers  of 
commerce,  local  market  operators,  and  individual  commercial  producers 
participating.  Fe  found  it  necessary  to  change. this  arrangement  to  hold 
down  the  number  of  sales  so  larger  numbers  of  calves  could  be  concentrated 
which,  in  turn,  would  attract  more  buyers,,  Thirteen  sales  were  held  last 
year  in. which  3> 3U3  calves  were  sold.  This  compares  with  8 sales  in  1950 
in  which  1,232  calves  were  sold  and  9 sales,  in  1951  in  which  1,806  calves 
were  sold.  . 

This  demons trational  marketing  program  has  grown  rapidly  in  the  last 
three  years,  A. year  is  spent  in  producing  these  feeder  calves,  and  this, 
for  the  producer,  is  a climax  to  a year’s  work.  We  are  interested  in  a 
quality  program  and,  as  our  numbers  increase,  more  rigid  regulations  will 
be  made.  In  fact,  we  are  anticipating  accenting  only  calves  that  will 
grade  good  or  better  fo.r  some  of  the  sales  this  year#  For  lower  grade 
cattle,  market  facilities  are  available  through  .our  87  auction  markets 
which,  I might'  add,  are  about  three  or  four  times  more  than  we  need# 

The  Division  Initiated  a service  program  in  19hl  by  setting  up  a re- 
volving fund. of  >20,000  to  finance  the  purchase  of  replacement  ewes  and 
female  cattle  for  distribution  to  farmers,  on  order,  at  cost. 

We-  purchased,  and  distributed  l,h70  ’western  ewes  in  19h2— the  first  year 
in  which  this  fund  was  used- — and  3*686  in  1951  ■»  We  were  down  to 
approximately  1,500  head  this  year#  We  brought  in  from  outside  the 
state  1,700  head  of  female  cattle  in  1950;  2,i b00  in  1951;  and  1,102  in 
195-2,  . The  fund  was-  created  primarily  to  assist  in  balancing  the  agri- 
cultural economy  of  the  .state  and  to  move  grass  cattle  from  the  mountains 
of  Western  North  Carolina  to  the  grain,  growing  areas  of  Eastern  North 
Carolina#  T'e  use  it  as  a tool  to  move  livestock#  Its  usefulness  is 
decreasing  now,  not  because  of  the  livestock  price  situation,  but  because 
cattle  numbers  have  built  up  to  a point  where  private  industry  and 
trading  between  individuals  will  fill  this  gap.  County  agents  pick  up 
the  bulk  of  the  individual  orders  and  distribute  and  collect  from 
Individuals  ordering  livestock  under  the  program#  1 e purchase  the 
livestock  in  producing,  areas  and  supervise  loading  and  shipping. 

In  evaluating  the  program,  allow  me  to  point  out  that  the  inventory  of 
beef  type  heifers  and  cows  one  year  old  and  over  in  the  state  increased 
from  67,000  on  January  1,  19U8,  to  159*000  on  January  1,  1953»  r e 
anticipate  further  but  less  spectacular  increases  in  beef  cattle.  The 


present  market ' situation  is  "shaking -out"  the  main  street  farmer  and 
speculator  and  allowing  the  real  farmer-— -the  "alert ‘grass  root  boys" — 
to  consolidate 'their ■ position  and  to  move  forward  in  beef  productions 

Sheep  numbers  have  fluctuated  between  31,000  and  UU.-.Obb  head  during  the 
last  15  years*  I would  guess — and' let  me  say  this  is  a .guess' — fhat  the 
next  decade  will  see  this  range  from  k0,0C0  to  60,000,  ' 

We  have  purposely  omitted  swine  from  this  discussion  because  of  time 
limitation  and  because  swine  production  in  Eastern  North  Carolina  is, 
and  has  been  for  many  years,  a major  pant  of  our  total  agricultural 
program.  We  are  the  second' largest- producer  'of  'swine  on  the  East  Coast. 
Comparatively  speaking,  our'  sharpest  immediate  marketing  problems' are 
mostly  in  deficit  commodities* 

We  work  on  the  theory  that  a successful  livestock  program'  is  flexible 
and  practical o Once'  end  results  are  attained  in  one  phase,  we  seek  new 
avenues  of  aoproaeh  to  other  problems.  We  attemot  to  keep  in  mind 
(l)  "What  "Are  we  doing?"  and  (2)  "Where  can  we  go  from  here?"  to  attain 
maximum  service  for  agriculture,  and  the  general  economy  of  our  state* 

Credit  for  the  organization  of  this  service  program  in  livestock  is  due 
to  a recently  retired  Director  of  Livestock  Extension  at  North  Carolina 
State  College  who  worked  faithfully  for  many  years  before  specific 
statistical  progress  could  be  recorded.  A firm  foundation,  however, 
was  built  during  those  years  to  make  this  program  representative  of  the 
better  way  of  life  in  southeastern  agriculture, 

CONCLUSION 

Now,  in  conclusion,  let  me  apologize  for  using  a cross-section  of  our 
programs  in  North  Carolina  in  discussing  this  project.  We  know  that  many 
of  the  states  have  service  marketing  programs  that  are  more  effective 
than  ours*  If  we  were  to  make  only  one  recommendation  in  regard  to 
improving  market  organization  and  facilities,  we  would  say  simply  that 
the  program  must  be  planned  to  meet  local  marketing  oroblems0 


The  livestock  program  discussed  here  would  be  elementary  in  Texas  and 
Iowa,  or  in  other  areas  where  livestock  and  livestock  products  account 
for  a large  part  of  the  agricultural  income. 

Our  cotton  program  would  be  out  of  elace  in  California  where  only  8,355 
farms  harvested  cotton  in  19 k9,  and  190  gins  processed  an  average  of 
8 to  10  thousand  bales  oer  gin,  as  compared  with  105,312  farms  harvesting 
cotton  in  North  Carolina  and  U5l  gins  processing  roughly  an  average  of 
only  1,300  bales.  Cotton  production  and  market  processing  in  California 
could  be  compared  to  a vast,  efficient  industrial  organization  with  pro- 
duction limited  to  certain  areas  with  similar  climatic  conditions.  This, 
in  turn,  simplifies  to  a certain  extent  initial  market  processing  and 
promotes  uniformity  in  end  products* 
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The  economist  conic!  view  this  hasty  comparison  and  wonder  why  we  continue 
to  produce  cotton.  The  answer  will  be  found  v/hen  purely  local  advantages 
are  evaluated — such  as,  (1)  savings  in  transportation  charges  because  of 
short  hauls  to  spinning  and  cloth  making  centers,  (2)  adequate  and 
strategically  located  cotton  storage  warehouses,  (3)  and  most  important, 
the  efficient  application  of  research  results  obtained  in  studies,  based 
primarily  on  local  conditions  affecting  the  production  and  marketing  of 
our  cotton. 

I want  to  re-emohasize  ■'..•hat  my  good  friend,  Paul  ilystrom,  so  able 
presented  to  us  last  Saturday:  Te  are  oartners< — and,  when  I say  we, 

I mean  Research,  Service,  and  Extension— in  the  solution  of  marketing 
problems.  It  makes  no  difference  whether  the  funds  for  maintaining  these 
services  come  from  private  sources  or  from  taxes  administered  by  the 
Federal  or  State  Departments  of  Agriculture  or  land -grant  colleges  and 
universities.  Tre  will  receive  direct  supoort  from  all  the  oeople  to 
better  market  organization  and  facilities  in  proportion  to  the  success 
we  achieve  in  understanding  each  other  and  in  coordinating  our  efforts 
to  improve  the  marketing  of  our  country’s  agricultural  products. 
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, Presentation. at  Luncheon  Meeting 
: ■ Thursday,  .August- 13  . • • 

THE  ROLE  OF  MARKETING  IN  0T1E  DYNAMIC  ECONOIff  " 

0,  Wells,  Chief  ’ .. 

Bureau  of  Agricultural  Economics  , 

The  basic  role  or  functions  of  marketing  v.dthin  the  Ho  S,  economy  are  so 
clear  as  to  need. little  discussion j So  after  a short  statement  as  to 
what  I conceive  this  role-.  to.  be,,  which  may  serve  as  the  basis  for  further 
questioning,  I also  want  to  consider  with  you  some  of  the  conflicts  with- 
in our  marketing  system  and  the  questions  which  are  being  raised  about 
marketing  efficiency— questions  as  to  what  it  is  and  how  the  benefits  are 
di  stributed*.  - 

‘ I 

Some  people  find- it  difficult  to  think  of /’marketing as  part  of  the 
modern  production  processr.  Let,  it  is  just  this..  Agricultural  products 
must  be  stored,  transported,  processed,  and  delivered  in  the  form,  at 
the  time  and  places  which  consumers  want. 

Beef  cattle  in  Texas,  or  even  a Midwest  feedlot,  are  of  no  use  to  the 
housewife  in  Pittsburgh  who  wants  a roast  for  dinner,  .or  the  restaurant 
owner  in  New  fork  City  or  San  Francisco  who  makes  a specialty  of  steaks. 
Oats  in  the  Midwest  or  rice  in  Louisiana  or  Arkansas  are  a far  cry  from 
the  breakfast  cereals  which  we  are  told  are  so  good  for  hungry  boys. 

And  flue-cured,  tobacco,  even  as  it  comes  bright  and  yellow  from  the 
farmer's  curing  barn,  or  cotton  at  the  gin,  still  look  quite  different 
from  cigarettes  or  dress  material. 

It’s  true  that  farmers  at  one  time  sold  many  of  their  products,  directly 
to -consumers  and  that  either  the  farmers  or  the  consumers  did  much  of 
the  actual  processing  or- fabrication „■  And  some  consumers  still  buy. 
some  products' from  farmers.  But  specialization  is  how  the  general  rule 
and  with  specialization  the  functions  which  we  cover  under  the  term 
’’marketing”  are  separated  from  the  functions  associated  with  actual 
growing  of  farm  commodities  or  ”production0” 

As  the  process  becomes  Increasingly  complex,  more  and  more  steps  or 
essential  functions  begin  to.  intervene  between  the. farmer  and  the  final 
consumer,* . In  fact,  agencies  or  individuals  come  into  existence  whose 
business  is  simply  to  facilitate  exchange  or -ownership — commodity 
exchanges,  brokers,  commission- houses,  etc*  Complex  questions  also 
arise  as  to  the  allocation  of  supplies  as  among  buyers,  of  returns- 
among  those  contributing  to  the  final  product,  and  as  to  how  well  this 
complex  system  of  agencies  and  functions  serves  as  a medium  of 
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communication  between  consumers  and  prime  producers,  especially  farmers— 
that  is,  how  effective  the  pricing  system  actually  is  in  assisting 
farmers  in  so  planning  for  the  future  as  to  produce  those  products  which 
consumers  most  desire  at  the  time  and  in  the  cji  anti  ties  wanted. 

In  a recent  article,  I endeavored  to  summarize  the  role  of  our  modern 
marketing  system  by  centering  attention  upon  what  it  seems  to  me  are 
its  two  main  objectives: 

(1)  From  the  service  standpoint,  it  is  the  function  of  the 
marketing  system  to  move  the  desired  varieties  of  farm  and 
food  products  to  consumers  in  the  desired  forms  and  con- 
ditions at  the  lowest  possible  cost. 

(2)  From  the  business  standpoint,  it  is  the  function  of  our 
marketing  system  to  make  a living  for  those  people,  working 
in  it  and  to  allow  reasonable  returns  to  the  capital  and 
management  skills  involved. 

You  are  all  aware,  of  course,  that  we  depend  upon  competition  to  keep 
these  two  objectives  in  line,  to  see  that  they  in  effect  amount  to  the 
same  thing.  In  a free-enterprise  competitive  economy,  a businessman 
who  expects  to  cover  his  costs  and  make  profits  must  offer  those  goods 
and  services  which  consumers  want.  It  is,  of  course,  the  more  efficient 
businessman— defining  efficiency  either  in  terms  of  offering  the  same 
goods  and  services  at  lower  costs  or  more  goods  and  services  at  the 
same  cost — -who  survives  in  a freely  competitive  field. 

II 

One  should  never  conclude,  however,  that  there  are  no  conflicts  of 
interest  in  the  marketing  field.  Competition  itself  is  a form  of  con- 
tinuous conflict  between  agencies  engaged  in  the  same  line  of  business— 
a healthy  form  of  conflict  and  one  which  we  all  believe  should  usually 
be  encouraged.  But  there  are  also  conflicts  as  between  different  pro-r 
ducts  and  to  a considerable  extent  between  prime  producers— that  is, 
farmers— consumers,  and  the  interest  of  various  marketing  agencies 
themselves.  Suppose  we  take  a look  at  what  farmers  and  various  market- 
ing agencies  and  consumers  want0 

What  farmers  want  from  the  marketing  system  is  perhaps  as  well  explained 
in  the  preambles  to,  the  various  State  laws  authorizing  farm  cooperatives 
as  anywhere  else.  Several  of  these  laws,  enacted  in  the  early  1920’s, 
start  with  the  statement  that  the  objective  is  to  "encourage  the  in- 
telligent and  orderly  marketing  of  agricultural  products  ...,  to 
eliminate  speculation  and  waste  to  make  the  distribution. of  agri- 

cultural products  between  producer  and  consumer  as  direct  as  can  be 
efficiently  done;  and  to  stabilize  the  marketing  of  agricultural  pro** 
ducts." 
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These  same  essential  objectives  are  restated  at  some  length  in  the 
introductory  sections  to  Title  II  of  the  Research  and  Marketing  Act  of 
I9I46C  Let  me  refresh  your  memory « Title  II  starts  with’  a Congressional 
declaration  that  "a  sound;  efficients,  and  privately-operated  system  for 
distributing  and  marketing  agricultural  products  is  essential  to  a 
prosperous  agriculture  and  is  indispensable  to  the  maintenance  of  fall 
employment  and  to  the  welfare, ' prosperity s and  health  of  the'  Nation." 

Further,  the  policy  is  to  oromote  a scientific  aoproach  to  the  problem 
of  marketing,  transportation,  and  distribution  of  agricultural  products 
similar  to  that  which  has  been  so  successfully  utilized  in  connection 
with  the  production  of  agricultural  products  "so  that  such  products 
capable  of  being  produced  in  abundance  may  be  marketed  in  an  orderly 
manner  and  efficiently  distributed0" 

To  this  end  the  Congress  indicated  its  intent  to  provide  for  continuous 
research,  for  cooperation  among  Governmental  agencies,  producer  s, ' and 
industry  organizations,  and  for  the  integrated  administration  of 
activities  to  aid  in  the  distribution  of  agricultural  products  in  order 
that  "marketing  methods  and  facilities  may  be  improved,  distribution 
costs  may  be  reduced,  the  price  spread  between  the  producer  and  con- 
sumer may  be  narrowed,  dietary  and  nutritional  standards  may  be  improved, 
and  new  and  under  markets  for  American  agricultural  products  may  be 
developed," 

To  the  salesman,  or  even  more  important  the  sales-minded  executive,  the 
American  market  is  big,  exciting,  different*  Seller  or  marketing  firms 
which  intervene  between  farmers  and  the  consumers  want  to  do  business 
in  such  a way  as  to  increase  sales  volume  and  income,.  It  is  up  to 
them  to  make  the  most  of  the  market,  either  to  catch  the  consumer fs 
attention  or  the  attention  of  the  retailers  or  others  who  do  sell  to 
the  final 'consumer*  This  leads  to  advertising  and  the  development  of 
new  services  and  new  products  not  only  in  an  effort  to  get  a larger  part 
of  the  established  market  but  also  in  an  effort  to  enlarge  the  total  market. 

Some  observers  look  on  marketing  as  merely  a passive  function—that 
marketing  agencies  should  simply  stand  ready  to  supply  consumer  demands; 
but  in  a growing,  dynamic  economy  where  competition  is  the  chief 
coordinator,  where  the  econorry  of  scale  still  operates,  and  where  there 
are  often  special  rewards  to  innovation,  marketing  agencies  are  con- 
tinually endeavoring  to  actually  create  new  or  larger  demands.  Perhaps 
this  makes  marketing  more  of  a gamble  in  some  ways,  but  it  is  also  a 
chief  factor  in  economic  progress. 

Just  as  those  who  control  marketing  agencies  are  interested  in  maximum 
returns  for  their  stockhold  ers,  so  are  the  laborers  engaged  in  marketing 
interested  in  better  wages  as  a means  of  sharing  in  the  rising  American 
standard  of  living.  This  desire  of  laborers  for  better  wages  is  becoming 
an  increasingly  important  factor  in  our  marketing  cost  structure  as  labor 
becomes  better  organized.  Few  businessmen  can  continue  operation  unless 
they  do  something  more  than  cover  operating  costs,  and  taken  all  in  all, 
labor  costs  are  by  far  the  most  important  single  factor  within  the 
marketing  bill* 


Finally,  what  does  the  consumer  want? 


The  average  American  consumer  who  year  in  and  year  out  uses  about  90 
p.ercent  of  the  TT.  S.  produced  farm  commodities  expects  the  marketing 
system  to  keep  goods  continuously  flowing  into  the  retail  outlets  which 
are  handiest  to  him,  preferably  at  prices  which  also  contribute  to  a 
gradually  rising  standard  of  living.  This  is  a tough  goal*  But  one  of 
the  axiomatic  facts  from  which  all  economists  start  reasoning  is  that 
consumer  incomes  are  limited.  And  as  prices  move  up,  consumers  do 
often  slow  down  buying  . American  farm  products  also  move  in  the  foreign 
market  and  here,  top,  despite  all  the  intervening  trade  difficulties, 
the  basic  marketing  function  is  still  to  find  and  service  the  final 
consumer. 

The  dollar  market  for  consumer  goods  processed  and  fabricated  from  TT.  S. 
farm  commodities  actually  runs  some  2-1/2  to  3 times  farmers’  cash 
receipts — in  recent  years,  perhaps  as  much  as  85  to  90  billion  dollars 
or  more,  including  only  the  wholesale  value  of  farm  commodities  exported, 
compared  with  annual  cash  farm  sales  of  30  to  33  billion  dollars. 
Currently,  farmers  are  receiving  approximately  U5  cents  out  of  each 
dollar  spent  for  food  at  retail,  about  25  cent  out  of  each  dollar  spent 
for.  food  in  restaurants,  and  12  to  15  cents  out  .of  *eoch  dollar  spent 
for  ordinary  clothing,  household  textiles,  and  tobacco  products  at  retail. 

Such  observations  as  these,  along  with  the  tendency  of  marketing  costs 
to  gradually  increase,  raise  some  very  real  questions:  Is  enough  effort 

being  concentrated  on  selling  the  basic  products,  or  are  sales  activities 
increasingly  creating  a demand  for  more  and  more  services— that  is,  prer- 
packaging,  refrigeration,  prepreoaration,  pleasant  shopping’  conditions, 
etc.?  . Does  the  existence  of  inflexible  marketing  costs  so  far  separate 
farmers  and  consumers  as  to  substantially  weaken  the  traditional  guid- 
ance and  income-allocating  functions  of  the  marketing  process?  That  is, 
there  are  not  only  questions  as  to  what  the  most  efficient  engineering 
and  managerial  methods  may  be,  but  equally  the  question  as  to  how  the 
benefits  of  such  efficiencies  are  distributed,  ' ' 
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Presentation  at  Dinner  IJeeting 
Thursday,  August  13 

AGRICULTURAL  POLICY  /.HD  ITo  I1IR.CT  OH  LIARKET  ORGANIZATION 

O*  Bo  Jesness,  Head 

, Department  of  Agricultural  Economics 
University  of  Minnesota 


Price  and  income  consideration  occupy  such  an  important  place  in  farmers5 
thinking  that  agricultural  policy  tends  to  become  so  preoccupied  mth  them 
that  it  is  easy  to  forget  there  are  other  significant  aspects*,  While  our 
discussion  will  center  primarily  on  price  angles,  let  us  keep  in  mind 
that  the  field  is  considerably  broader o 

It  may  help  to  see  the  relationship  of  farm  prices  and  income  programs 
to  the  market  if  we  use  as  background  the  functions  and  responsibilities 
of  the  agricultural  market  and  of  the  complex  of  agencies  and  institutions 
which  are  included  in  "market  orgdnization*," 

The  market  is  the  connecting  link  between  the  farmer  and  the  consumer 
of  his  products o Its  function  is  to  move  products  from  the  place  where 
produced  to  the  place  where  needed  in  the  amounts  and  at  the  times 
desiredc  The  market  has  more  to  do  than  merely  to  take  care  of  the  physi- 
cal handling  of  commodities*  An  important  part  of  its  job  is  to  reflect 
to  the  farmer  the  desires  and  p"  eferences  of  the  .consumers*  Likewise* 
it  indicates  to  consumers  the  kinds*  qualities  and  quantities  available* 
This  is  accomplished  primarily  through  the  medium  of  prices*  Price 
becomes  a crystallization  of  the  forces  bearing  on  the  marketo  it  is 
the  reflector  of  supplies  available  and  of  the  consumer’s  ability  and 
willingness  to  pay0  Price  plays  a very  dominant  role  in  deciding  the 
income  of  farmers,  and  in  the  living  costs  of  consumers* 

Because  of  the  market* s role  in  arriving  at  price  levels  and  relation- 
ships and  because  of  the  important  place  assigned  to  prices  in  farm 
programs*  agricultural  policy  bears  very  directly  on  markets  and  on 
market  organization^,  This  applies  especially  to  aspects  of  policy  which 
involve  programs  to  deal  directly  writh  prices*,  price  levels  and  relation- 
ships* 

The  term,  "agricultural  policy,"  as  used  here  refers  to  public  policy 
with  respect  to  agriculture*  While  recognizing  that  it  has  its  private 
as  well  as  its  public  application,  the  present  discussion  will  center  on 
the  latter. 

Direct  participation  of  public  agencies  in  agricultural  pricing  has  been 
most  active  during  the  last  twenty  years  or  so*  Public  policy  was  not 
unmindful  of  the  importance  to  f armers  of  prices  previously  but  programs 
were  of  a more  indirect  nature*.  Our  protective  tariff  policy  c ertainly 
has  had  as  a major  objective,  that  of  raising  domestic  prices  for  protected 
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commodities  by  limiting  competition  in  the  market  from  shipped_in  supplies. 
The  controversy  over  "greenbacks"  and  the  resumption  of  specie  payment 
after  the  war  between  the  states  patently  was  concerned  among  other  things 
with  prices  paid  farmers.  These  and  other  programs,  however,  influenced 
the  conditions  under  which  the  market  operates  rather  than  representing 
active  participation  in  handling  or  decision  making*  In  short,  they 
helped  determine  the  rules  under  which  the  game  was  played  rather  than  to 
place  the  government  in  the  position  of  an  active  participant. 

Widespread  agitation  for  some  direct  action  on  farm  prices  was  in  evidence 
during  the  1920' s.  Specific  proposals  included  'the  equalization  fee 
(McNary-Haugen  Bill)  the  export  debenture,  and  the  allotment  plan.  The 
first  named  was  passed  by  Congress  in  1927  and  again  in  1928  but  on  both 
occasions  stumbled  over  the  hurdle  of  presidential  veto.  These  proposals 
placed  considerable  faith  in  the  price  results  which  would  flow  from 
removing  market  sur  luses  by  selling  them  abroad.  bile  it  might  have 
been  possible  to  apply  these  plans  so  that  physical  handling  would  have 
remained  in  the  market  agencies,  government  would  have  had  to  participate 
actively  in  decision  making. 

Congress,  in  1929,  passed  the  Agricultural  Marketing  Act  which  estab- 
lished the  Federal  Farm  Board  and  provided  it  with  a revolving  fund  of 
<?500  million.  This  Board  was  assigned  the  dual  task  of  aiding,  encour- 
aging and  financing  farmers  cooperatives  and  of  engaging  in  price 
"stabilizing"  activities.  Therevolving  fund  was  made  available  for  both 
functions.  The  Farm  Board  was  established  as  an  independent  agency  out- 
side the  Department  of  Agriculture,  but  liaison  with  that  Department  was 
provided  by  making  the  Secretary  of  Agriculture  an  ex-officio  member  with 
the  eight  appointed  members# 

The  Board  came  into  operation  in  September  1929,  a few  weeks  prior  to 
the  sharp  break  in  the  security  and  commodity  markets,  which  ushered  in 
the  very  severe  and  extended  depression  period.  The  kit  of  tools 
provided  the  Farm  Board  was  entirely  inadequate  for  an  emergency  of  this 
magnitude.  Its  major  endeavor  was  to  stem  the  fall  in  prices  by  loans 
on  or  purchases  of  commodities,  particularly  wheat  and  cotton.  It  had 
no  way  of  r ecouping  its  losses  and  no  direct  authority  to  control  produc- 
tion of  or  sale  by  farmers. 

The  Farm  Board  cap  hardly  have  been  said  to  have  passed  out  in  any 
blaze  of  gloryc  jt  deserves  more  credit  than  it  has  received  on  at 
least  one  account;  It  demonstrated  the  need  for  a much  more  comprehen- 
sive program  if  effective  price  results  were  to  be  obtained. 

The  continuation  and  deepening  of  the  depression  and  the  experiences 
of  the  Farm  Board  paved  the  way  for  the  Agricultural  Adjustment  Act  which 
was  enacted  into  law  in  May  1933,  approximately  two  months  after  the  new 
administration  took  office.  It  was  part  of  the  "New  Deal"  of  that 
adminis  tr ation. 
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The  direct  participation  by  government  in  the  market  which  was  started 
under  the  Farm  Board  was  extended  under  the  Agricultural  Adjustment  Admin- 
istration and  has  been  continued  under  its  successor,  the  Production  and 
Marketing  Administration* 

Our  assignment  is  not  to  review  the  organization  or  functions  in  detail 
but  to  endeavor  to  appraise  some  of  t|ieir  impacts  upcn  the  market*  A 
brief  summary  of  objectives  and  means?  however,  is  necessary  background. 
The  Agricultural  Adjustment  Administration  came  on  the  scene  at  or  near 
the  bottom  of  the  depression  trough.  In  that  sense  it  was  more  fortunate 
than  the  Farm  Board  which  was  born  on  the  brink  of  depression.  Its  major 
objective  was  that  of  improving  farm  incomes  by  raising  farm  prices  from 
their  depression  loss*  Parity  price  was  adopted  as  the  bench  mark. 
Adjustments  of  production  and  market  supplies  were  important  means  of 
price  raising*  Loans  on  stored  products  have  been  used  as  the  principal 
means  of  providing  market  support  for  the  basic  commodities,  Gutright 
purchases  have  been  employed  for  some  lines. 

During  World  War  II,  when  demand  improved  prices  for  farm  products  gener- 
ally and  concern  was  shorn  over  whether  or  not  production  would  be 
adequate,  price  supports  served  in  most  instances  as  “floors*1  to  give 
assurance  to  farmers  that  they  could  engage  in  all-out  production  of  the 
commodities  desired  without  fear  of  a disastrous  break  in  prices*  To 
make  supports  effective  for  this  purpose,  they  were  raised  to  90  percent 
of  parity  in  comparison  with  the  92  to  79  percent  which  had  appeared 
adequate  in  the  price-restoring  period  of  the  1930*s,  More  recently, 
production  has  caught  up  with  available  markets  in  various  lines  and 
surpluses  are  returning*  Supports  at  the  90  percent  level  of  the  war 
period  still  continue*  It  was  strong  demand  rather  than  price  supports 
which  played  the  .leading  role  in  raising  farm  incomes  and  cost  of  liv- 
ing during  the  war*  • Currently,  however,  supports  on  the  covered 
products  have  taken  on  a more  important  place  in  influencing  the  market. 

The  function  of  the  market  in  arriving  at  orices  involves,  as  suggested 
previously,  seeking  the  level  at  which  supplies  mil  clear  the  market. 

This  leads  to  establishing  price  relationships  and  the  whole  price 
complex  which  results  provide  the  general  level  of  prices*  Every  mem- ' 
ber  of  this  audience  is  so  well  acquainted  with  the  facts  of  life  in 
the  market  field  that  it  is  unnecessary  to  caution  you  that  this  discus- 
sion is  not  phrased  in  terns  of  perfect  market,  perfect  competition, 
perfect  monopoly,  or  perfection  in  any  shape,  form  or  manner.  The 
market  is  a man-made  institution.  It  is  not  an  automatic  recording 
device  which  provides  a finely  calibrated  gauge  from  which  you  read 
price  results.  Prices  came  from  the  judgments  of  nan  which  are  evidenced 
by  offers  and  bids.  The  knowledge  of  the  participants  in  the  market  .. 
is  far  from  perfect  or  complete,  nor  is  it  equally  distributed.  Bargain- 
ing power  of  the  participants  is  far  from  uniform.  Various  degrees  of 
monopoly  control  and  other  interferences  to  a free  play  of  forces  are 
found*  7.7hat  we  get  at  best  is  an  approximation  to  an  equilibrium  price. 
Lest  this  be  taken  as  an  argument  in  favor  of  letting  some  governmental  •• 
agency  take  over  the  function  of  price  making  let  us  note  that  man  does 
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not  acquire  omniscience  -through  having  an  official  title  bestowed  on  him® 
Knowledge  still  is  not  perfect®  Judgment  still  lias  to  b e employed  and 
errors  trill  still,  remain®  in  addition,  price  making  in -public  hands  has 
difficulty  escaping  the  strain  and  stress  of  political  pressures® 

Price  in  an  agricultural  market  does  more  than  merely  help  clear  the' 
boards  currently®  It  becomes  the:  Indicator  to  f amers  in  making  their 
plans  for  the  future®  Farmers  expanded  production  more  than  most. -of  us 
dared  to  expect  during  the  war*  • if  ter  giving  full  credit  to  the  urge  of 
patriotism,  it  is  clear  that  an  attractive  price  was  the  real  stimulator 
of  output.  But  note,  it  is  not  merely  the  general  level  but  also  price 
relationships  which  are  watched  closely.  Farmers  direct  emphasis  among 
the, enterprises  available  to  them  on  the  basis  of  present  and  expected 
price  relationships  because  this  is  a way  of  seeking  maximum  returns. 
Consumers  likewise  are  sensitive  to  price  relationships  in  their  pur- 
chases® Fqr  instance,  is  there  any  doubt  that  price  advantage  is  playing 
a role  in  the  shift  from  butter  to  margarine? 

A government  program  which  undertakes  to  raise  the-pric-e  of  a-  given 
commodity  or  commodities  consequently  has  more  impacts  on  the' market  than 
may  be  realized  by  the  average  individual®  If  it  succeeds  in -Its  objec- 
tive, the  resulting  price  will  have  several  effects  beyond  the  intended 
one  of  improving  the  income  status  of  the  producers  of  that  commodity.' 

First,  we  may  note  that  a.  program  which  does  nothing  more  than  to  raise 
a price  of  a given  product  dees  not  create  new  income  but  merely  changes 
the  flow  of  the  existing  income  stream.  If  a dditions  to  the  income  of 
some  farmers  result,  it  is  at  the  expense  of  someone  else,  most  likely 
consumers  -including  farmers  who  pay  the  higher  price,  although  there  nisy 
be  instances-, where  there  may  be  some  absorption  by  the  marketing  margins. 
Other  producers,  including  farmers,  will  experience- a reduction  in  their 
t sales  and  incomes® 

But,  if  the  higher  price  reduces  the  amount  of  the  supported  commodity1 
sold  and  is  obtained  only  by  withholding  supplies  from  the  market,  other 
consequences  arise.  As  long  as  the  govern  ent  assumes  responsibility  ‘ 
for  the  surpluses.,  the  costs  of  carrying,  ana  any  losses  involved  in 
ultimate  disposal  at  lower  prices,  spoilage  or  destruction,  are  i^orne  by 
the  taxpayers®  Bp  .consumption  is  reduced  by  the  higher  price,  the 
consumer  obtains  less  want  satisfaction,  • If  rights  to  produce  and  sell 
are  curtailed,  the  affected  producers  must  weigh  gains  in  price  per  unit 
against  losses  in  volume.  It  seems  easy  to  forget  that  -price  by  itself 
is  sterile.  It  must  be  mated  with  volume  to  yield  income# 

In  short,  in  .weighing  the  market  impact,  we  must  differentiate  between, 
innovations  which  merely  redistribute  incomes  and  these  which -add  to  - 
total  incomes,  by  improving  efficiencies  and  increasing  the  means  of  want 
satisfaction,  by  expanding  production  of  needed  goods  and-  services®' 
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A "managed"  price  does  not 'lose  its  power  as  a guide  to  production  .and 
consumption*  The  higher  price  invites  expansion  of  output  and- discour-  . 
ages  consumption  and  leads  to  surpluses*  If  the  price  supporting  agency 
allows  storage  holdings ‘to  build  up,  the  market  cannot  ignore  these, 
holdings  as  a part  of  the  supply  picture*  *If  efforts  are  ms.de  to  dis-, 
pose  of  them  outside  regular  market  channels,  assurance  that  such  disposal 
can  be  kept  completely  insulated  from  the  regular  market  is  not  easily-^  ■ 
provided®  If  dumped-  abroad' interference-  to  regular'  exports  may  arise* 

Inf erferences  vdth  markets  of  oilier  exporting  -nations  or  with  domestic 
markets  within  the  receiving  nations  are  well-nigh  inescapable*  One 
point  to  keep  in  mind  is  that  the  market  is  a complex  institution  and; 
we  need  to  weigh  consequences  of  programs  which  change  its  operations. 

The  obvious"’ remedy  for  surpluses  is  to  cut  'output*  Reducing  production 
by  shifting  resources  to  other  employment- where  they  will  yield  more 
is  the  corrective  of  situations  Of  unbalanced  production*  But  the 
controls  provided  to  make  price  ''supports  work  ordinarily  are  not  designed 
for  this  end®  Acre  controls,  as 'past  experience  has  demonstrated,  .are., 
not  synonymous  with  output  control  because  of? selection  of  land  to  use 
and  more  intensive  production*  Availability  of  such  resources  ps.  man- 
power and  equipment  mean  that  the  released  acres  will  be  available  for 
other"  uses  which  may  upset  the  production  pattern  so  that  additional 
controls  till  become  necessary*  • Acre  controls  may  reduce  the  manpower 
in  agriculture  in  softie  instances,  particularly  in  crops  where  share  crop- 
pers play  an  important  role*  However,  beyond  such  situations,  production 
controls  do  not  come  to  grips  with  underemployment  :in  agriculture* 

The  problem  of  arriving  at  the  appropriate  relationship  anpng  prices  is 
difficult*  The.  market  does  not  achieve  'perfection,  but  there  is  great 
advantage  in  the  fact  that  the  price's  are  subject  to  constant  change  so 
that  there  is  a tendency  toward  an  equilibrium  even-  though,  it  never 
mdy  attain  perfection*-  Less  freedom- -of  adjustment  is . available  under 
controls*.  ' 

4 • ,*  * * * • % ~ ? ' ' ■ ; „ ' 

Difficulties  of  e stablishing  price  relationships  -were  encountered  by 
OPA  and  OPS  in  their  endeavors  to  establish  and  enforce  price  ceilings* 
These  difficulties  are  no  less  real  in  establishing  price  floors, 
particularly  where  these  are  so  high  that  "they  become-the  market  price 
muchrif  not  all  of  the  time.  It  sounds  reasonable  enough  to  most  of 
us  to  say .that  consumers  need  to  be  protected  on  essentials  against,- 
undue  pride  rises  ih  periods  of  explosive  "inflation*-  ‘On  the.  surface  it 
appears  logical  to  place  ceilings  on,"  say,-,  ordinary  white  dress  shifts  • 
while 'forgetting  about  novelty  items -.such  as  'sport  shirts,  'If  the  . 
consumer  "wants  to  spend  his  money  on  the  'latter- 'that  is  his  worry.  Bjjt. 
what  temptations  dobs  this  set  before  the  shirt  maker?  Shall  he  make-  ; 
the  "product;  on  vhidh  the1  price’ is'  restricted  or  shall  he  -shif  t to.  the. 
so-called  nonessential  where  the-  sky-  may  b e the  limit?; 

' .A.-  - , ... 

The 'Situation  ±s  not  too  different- vdth  price  supports.  Butter  is  a case 
in  'point. '-  One  'rah  "advance  a-  very  convincing  a r.gument  that  butter  at  90 
percent  of  parity  is  not  out  of  line  with  consumer’s  incomes  or  many 
other  goods*  But  it  clearly  is  out  of  line  with  the  consumer’s  willingness 
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to  pay,  particularly  in  a period  when  a basic  change  in  demand  appears 
to  be  in  progress,  dhile  the  result  might  not  be  to  the  liking  of  the 
butter  industry,  the  market  would  accept  this  dictum  and  would  lower 
prices  to  the  point  where  supplies  would  be  moved*  Support's  at  90  per- 
cent, on  the  other  hand,  invite  the  consumer  to  speed  up  her  shift  to 
margarine  and  other  products,  encourage'  the  dairymen  to.  continue  pro- 
duction, transfer  the  job  of  maintaining  storage  stocks  to  the  public, 
and  load  down  the  CCC  with  stocks  for  which  it  has  no  outlets  in 
sight*  The  90  percent  supports  in  this  instance  not  only  do  nothing  to 
bring  about  basic  adjustments  but,  in  fact,  encourage  further  maladjust- 
ment while  keeping  the  market  from  moving  in  the  direction  of  a better 
balance* 

Supports  on  cotton  present  a dual  threat  to  the  cotton  market*  Synthetic 
fibers  are  invited  to  take  over,  and  other  countries  are  encouraged  to 
expand  output  and  take  our  export  markets  away  from' us*  These  are 
illustrations  of  how  price  supports  may  price  a product  out  of  part  of 
its  market,  They  may  take  cn  the  nature  of  a patent  medicine  which  may 
ease  a headache  but  at  the  expense  of  an  upset  stomach  or  a strain  on 
the  heart* 

Production  controls  tend  to  exempt  smaller  growers.  One  reason  is  to 
simplify  and  reduce  costs  of  enforcement*  Another  reason  arises  from 
the  political  aspects  of  favoring  the  "little  fellow,"  Mechanization 
and  technology  frequently  operate  in  the  direction  of  giving  advantage 
to  size*  The  enterprise  must  be  big  enough  to  warrant  the  capital  invest- 
ment, the  operating  costs  and  the  managerial  skill  needed  for  these 
innovations*  (Fears  that  the  individual  farm  unit  stands  in  danger  of 
general  replacement  by  the  large-scale  corporate  farm  are  groundless*) 

The  impersonal  nature  of  pricing  in  the  market  promotes  rather  than, 
hinders  such  shifts  in  the  direction  of  more  efficient  production*  Pro- 
duction controls  associated  with  price  supports  in  instances,  at  least, 
work  in  the  opposite  direction  and  to  that  extent  are  of  questionable 
service  to  progress*  Jere  the  same  principle  to  guide  production 
generally,  a considerable  reduction  in  our  level  of  living  would  inevit- 
ably follow* 

Price  supports  which  take  over  the  function  of  establishing  price  from 
the  commodity  market  have  impacts  on  another  market,  namely,  that  for 
land.  This  shows  up,  particularly  in  cases  where  production  controls 
are  in  terms  of  a basic  acreage  allotment  assigned  %o  the  individual 
farm*  Where  such  an  allotment  is  required  in  order  to  produce,  or  at 
least  to  sell  without  heavy  penalty,  that  right  acquires  a value  of  -its 
own.  Its  price  is  r ef lected  in  increases  in  the  price  at  which  the 
farm  may  be  sold  or  in  the  rental  which' may  b e obtained*  The  public 
has-  not  weighed  the  consequences  of  such  capitalization  of  the  returns 
from  price  supports*  The  point  does  not  seem  to  have  been  grasped  that 
the  gainer  is  the  seller  or  the  landlord,  not  the  operator*  The  latter 
finds  his  costs  increased  and  acquires  a vested  interest  in  having  the 
program  continued  because  the  loss. of  his  allotment  would  nullify  the 
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premium  he  has  paid  andy  irt.  a sense,  become  a capital,  levy  upon,  him* 
Surely,  this  ' vras' not  'the  ob  jective  in  mind  when,  this  program  was  adopted# 


Proponents  of  indefinite  extension  and  expansion  of  90  percent,  or 
higher,  supports  sometimes  charge  those  who  see  merit'. ‘in-r  eturning  .to 
greater  reliance  on  the  market  with- "living  in  the'1 19th-  century,"  or 
■with  believing  in  a "free"  market  which  does  not-  exist*  They  may  also 
take  the  tack  that  the  market  is  so  replete  with  monopoly  controls  that  ' 
the  farmers  have  no  alternative  other  than  to  seek  monopoly  gains  for 
themselves  through  government  programs# 

Perfectly  free  markets,  or  perfect  monopoly  for  that  matter,  are  found  ■ 
Only  as  illustrations  on  the  pages' Pf  textbooks,  not  in  real  life#  Ily 
acquaintance  does  not  include  any  person  of  competence  who  contends  that 
such  markets  are  in  operation,  have  been  in.  operation,  or  are  likely  to- 
be  at  some  future  time#  in  fact,  there  may  be  some  grounds  for  believing 
that  there  is  more  evidence  of  myopia  with  respect  to  the  weaknesses  of- 
government  price  programs  oh  the  part  of  some  of  their  advocates  than, 
among  those  who  suggest  we  go  slow  in  throwing  the  market  overboard* 

Markets  are  far  from  perfect#  That  point  underlies  much  of  the. research, 
and  service  work  in  which  you  are  engaged#  Constant  effort  should  be  . 
put  forth  to  find  ways  of  doing  the  job  better#-  Services  need  to-  be 
improved#  "Costs  of • performing  them'  need  to  be "reduced#  Knowledge  about 
the  market  needs  to  be  increased  and’  extended.  Markets  need,  to  be  made 
better  reflectors  of ' supplies  available  and  the  needs  and  preferences-  of 
consumers#  Better  market  information,  grades  which  reflect  more  accurate- 
ly real  quality  differences,  production  guided  by  those  grades,,  and  pric- 
ing based  on  them  to  provide  necessary  incentives  are  illustrative# 

Some  price  programs  erect  barriers  which  restrict  entry  .into  certain 
markets  to  establish  a form  of*  monoply  gain  for  producers  and  distrib- 
utors operating  within  against  the  competition  from  without Metropolitan 
milk  markets  supply  illustrations.  Surely,  there  is  merit  to  the  point  . 
that  consumers  need  safeguards  against  health  hazards*  There  is  merit 
to  the' contention  that  the  producer  who  meets  the  standards  and  who  assures 
the  market  of  a Supply  is  entitled  to  protection  against  the  fly-by-* 
night  or  in-and-out  producer#  But,  does  anyone  seriously  contend  that 
health  ordinances  and  market  orders  have  not  been  and  are  .not  being, .em- 
ployed as  protective  devices  for  the  benefit  of  producers  and  distributors 
who  operate  under  their  shelter?  Much  programs  affect  the  pattern  of. 
production  and  market  outlets  for  producers  who  are  excluded  from  certain 
markets  thereby* 

One  of  the  most  persuasive  arguments  for  government  pricing  of  farm 
products  is  that  arbitrary  monopoly  controls  are  exercised  so  generally 
by  others  that  farmers  need  government  aid  to  do  the  same  in  self- 
protection. ft  is  easy  to  conclude  that  the  other  fellow  enjoys  powers 
and  privileges  we  do  not  possess.  I recall  going  with  a friend  to  the 
office  of  a representative  of  some  large  coal  operators#  My  companion 
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made  some  remark  about  the  monopoly  enjoyed  by  coal  operators*  The 
immediate  retort  was,  ,rUhy,  coal  is  highly  competitive*  if  you  really 
--want  to  find  monopoly  take  a look  at  cement.”  Verily,  the  grass  grows 
greener  in  the  neighbor^  pasture* 

But,  it  would  be  ridiculous  to  deny  that  there  are  closer  approaches  to 
monopoly  in  industry,  business  and  labor  unions  than  in  a griculture  di  ich 
provides  the  nearest  approximation  to  atomistic  competition  among  major 
lines  of  activity.  The  real  question  is  whether  this  is  a case  where 
the  remedy  for  a wrong  is  more  of  the  same*  Where  the  approach  to  monop- 
oly is  via  government  action,  the  major  result  presumably  is  to  change  the 
distribution  of  income  rather  than  to  add  to  the  sum  total*  Can  we 
demonstrate  that  those  who r eceive  have  a more  just  claim  than  those  who 
pay?  Effective  monopoly  depends  upon  restriction  of  some  sort*  Monopoly 
possibilities  do  not  lie  in  fields  where  entry  is  free  and  easy*.  If 
government  is  to  bestow  real  lasting  monopoly  gains  upon  farmers,  its 
program  must  be  carried  to  the  logical  conclusion  of  providing  exclusion 
from  and  restriction  upon  entry  into  farming*  Are  those  who  favor  the 
monopoly  approach  ready  and  willing-  to  carry  their  point  to  this  logical 
conclusion? 

There  is  the  contention  that  we  stand  as  helpless  victims  before  private 
monoply  because  the  government  is  impotent  when  it  comes  to  effective 
controls*  If  government  is  so  ineffective  on  this  front,  why  should  we  be 
so  eager  about  extending  its  powers  into  other  fields?  But,  is  it  true 
that  we  are  so  powerless  and  ineffective?  Have  we  gone  the  limit  in  the 
exercise  of  our  powers  and  potentialities  in  this  field?  Moreover,  is  it 
so-  inconceivable  that  a government  monoply  might  not  take  on  some  of  the 
characteristics  of  a Frankenstein?  Who  is  to  control  the  government 
monopoly  .when  it  gets  off  the  reservation?  The  remedy  in  such  an  instance 
may  be  said  to  lie  with  the  voters*  That  -is  true,  providing  the  issues 
become  so  sharply  defined  that  narrow  and  immediate  self-interest  cannot 
eclipse  the  general  and  longer  run  welfare.  It  s till  r emains,  however, 
that  the  feat  of  unscrambling  eggs  is  much. more  difficult  than  of  scramb- 
ling, ' - • 

In  my  younger  days,  a quip  went  the  rounds  to  the  effect  that  all  one 
had  to  do-  to  create  an  economist  was  to  train  a qyarrot  to  repeat  ” supply 
and  demand”  as'  the  answer  to  any  question  asked*  Observation  over  the 
years,- however,  reveals  that  the  individuals  I have  overheard  referring 
to  the  "inexorable  law  of  supply  and  demand”  have  been  other  than 
economists. 

We  have  not  repealed  the  la. w of  gravitation  in  order  to  fly  planes,  Man 
has  learned  how  to  use  countervailing  power  to  keep  planes  in  the  air* 

Man  likewise  makes  adaptations  in  and  to  forces  of  supply  and  demand  and 
all  the  variety  of  factors  which  play  upon  them* 
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There  is  nothing  sancrosanct  about  the  market.  It  is  a man-made 
institution.  It  is  operated  by  man.  It  is  subject  to  human  error.  It 
is  not  only  logical  to  seek  improvement  in  the  market  but  doing  so  is 
a definite  responsibility  of  those  present  and  others  in  this  field  of 
work*  Public  policy  has  a concern  in  how  well  the  market  does  its  job* 
^he  market  in  turn  is  concerned  with  the  impacts  of  farm  programs  on 
its  sphere  of  activity.  Let  us  not  be  afraid  of  change,  but,  on  the 
other  handj  let  us  have  better  reasons  for  change  than  dissatisfaction 
with  the  present®  Let  us  use  research,  judgment  and  foresight  to 
ferret  out  and  apply  those  changes  which  are  in  the  direction  of  progress 
while  avoiding  those  which  lead  elsewhere. 
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Rresentation  at  General. Session 
Friday  morning,  August  lh 


EXTENSION  PROGRAMS  T0-‘  IMPROVE  MARKET  ORGANIZATION  AND'  FACILITIES; 

-APPRAISAL  OF  CURAMT 'WORK  A iffi  FUTURE  NEED 

Laurence  A,  Bevan,  Director,.  Extension  Service 
University  of  New  Hampshire  ’ ... 

I*  The  Lure  of  the  Market  Place  •*  ' ' 

A*  The  attraction  that  marketing  holds 

1*  Wiat  happens  when  buyers  and  sellers  meet  and  exchange 
goods? 

2*  The  signts,  sounds,  smells,  decisions,  and  agreements 
that  take  place. 

3»  A stimulation  to  some  persons  at  country  point,  in 

terminal  markets,  on  exchange  floor,  in  the  retail  store 

B.  Viewpoint  can  be  influenced  by  environment 

1.  In  the  Northeast,  production,  distribution  and 
consumption  all  take  place  in  the  same  area* 

2*  We  see  products  as  they  pass  from  farm  to  retail 
counters* 

3*  Marketing  long  has  been  directly  included  in  over-all 
extension  program  in  this  area. 

U*  Other  sections,  production  problems  close  at  hand, 
many  market  transactions  take  place  in  far-distant 
centers* 

5*  Extension  concentrates  more  on  production  factors  on 
die  near-by  marketing  situations* 


II*  Recognition  of  New  Situations 

A.  Concern  with  production  does  not  meet  present  conditions 
B*  Comparing  19lh  -.Then  Extension  established  and  1953  • 


1*  Agriculture  shifted  from  a type  of  self-sufficiency  to 
commercial  type* 

2*  Distribution  revolutionized  transportation,  storage, 
processing,  packaging,  large  retailing  units* 


- 91  - 


3*  Marketing  problems  .multiplied. 

a.  Production  areas  specialized  and  far  from  market. 

b.  Farmers  and  consumers  far  removed  from  each  other,  • 
not  only  geographically  but  in  understanding. 

c.  Much  more  processing,  handling. 

d.  Improvement  in  facilities  and  methods  lags. 

Ill*  Extension  and  Marketing 

A,  A growing  awareness  that  Extension  should  expand  its  marketing 
• work 

1.  This  does  not  mean  much  work  has  not  been  done  before  the 

Agricultural  Marketing  Act  passed. 

2*  Supported  by  early  conception  of  Extension  broad  scope. 

a*  President  Butterfield * s statement  nearly  one- 
half  century  ago:  "The  subject  of  marketing 

the  distributive  half  of  farming  will  be  given 
as  much  discussion  as  the  subjects  bearing  upon 
product ion. n 

3.  Extension's  legal  backing. 

a.  Smith-Lever  Act  states  work  shall  be  carried 
on  with  "the  people  of  the  U.S,n 

b.  Bankhead-Jones  and  Bankhead-Flanagan  both  desig- 
nate marketing. 

c*  Agricultural  Marketing  Act  assigns  educational 
phases  to  Extension* 

U.  Education  influence. 

a*  Gives  people  under standing,  change  in  attitude, 
readier  to  cope  with  situations* 

b.  "The  investigator  advances  knowledge* 11 

. "The  interpreter  advances  progress."  (Glen  Frank) 

c*  Extension,  the  interpreter* 

IV*  The  Extension  Marketing  Job* 

A,  Extension  works  with  people  rather  than  things. 

B.  Extension  can  only  suggest,  lead,  motivate,  act  as  a catalytic 
• agent*  It  has  no  authority  other  than  that  ’which  sound  inf or - 

• ’ mation  and  methods  may  include* 


C*  Marketing  objectives  in  extension  are  the  same  as  those  expressed 
in  this  workshop  by  others*  - 
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1*  A better  marketing  system,  better  and  quicker  balance 
between  consumption  and  production,  reducing  costs  and 
losses,  better  use  of  products* 

D,  To  get  the  results  of  research  and  information  from  other  sources 
applied  so  that  improvements  and  adjustments  to  new  situations 
will  be  made  more  quickly. 

V*  A Broad  Base 

A*  To  deal  with  matters  related  to  the  care,  handling,  and 
exchange  of  agricultural  products  from  farm  to  consumer* 

B*  An  across-the-board  Program. 

1*  dith  producers,  handlers,  and  processors,  consumers. 

2*  Marketing  problems  reach  far  beyond  the  point  of 
production  (lamb  illustration)* 

3.  Educational 'work  with  the  farmer  on  his  farm  and  with 
farmer  organizations  cannot  go  the  whole  way  in  solv- 
ing agriculture's  marketing  problems* 

h*  Extension,  in  my  interpretation,  was  set  up  not  only 
to  work  with  farmers,  but,  more  far'  reaching,  to  assist 
in  bringing  about  improvements  that  will  make  farm  and 
rural  life  better,  “ 

VI*  Present  Lines  of  Work 

A.  Under  Agricultural  Marketing  Act  — In  1952  — was  carried 
on  in  U3  states  and  3 territories  including  136  projects* 

It  can  be  divided  into  four  classes, 

1*  d“ork  on  a commodity  basis  with  producers* 

2,  Work  on  a commodity  basis  with  handlers. • 

3.  dork  with  retailers, 

lu  dork  with  consumers. 

B,  Producers 

$ 

1.  Market  information  : Interpreting  and  disseminating  market 
information  on  conditions  movement,  market  quotations, 
both  current  and  outlook,  using  news  releases,  bulletins, 
meetings,  radio  some  television* 


2.  Preparation  for  Market:  Demonstrating  use  of  grades, 

loading  ' tecimques,  maintenanc e of  quality,  new  packages. 
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3*  .Market  outlets:  Assistant  in  improving  present  and 

developing  new  marketing  a s so ciations  for  assembly  and 
sale,  including  facilities  and  methods • 

lu  Better  understanding  of  market  system:  Costs,  function, 

price  determination*  ... 

5*  Work  -with  cooperatives:  On  business  efficiency* 

6*  Methods  used:  Demonstrations  (come  and  see)  tours, 

meetings, , (large  and  committee),  printed  material,  slides, 
film,  strips,  radio-,  letters,  individual  contacts* 

7*  Commodities  involved:  Fruits  and  vegetables,  livestock, 

, dairy  and  poultry,  forest  products,  seed  crops,  cotton, 
cottonseed* 

•»  .1  . / .r  - A 

VII*  Examples  of  Definite  Results, 

« <v 

A,  Progress  has  been  made  in  all  of  the  projects  listed* 

B,  Specific  examples:  ,s 

North  Dakota  — Potato  bruising  reduced  £0  percent, 

Missouri  — Value  of  different  .grades  of, cattle  at  auctions 
resulted  in  greater  proportion,  of  feeder  cattle  sold  in 
higher  grades* 

Iowa  — Outlook  information  furnished  farmers,  and  handlers 
on  soybeans,  greater  quantity  stored,  higher  returns  to 
....  ■ growers,  more  even  flow  to  market*. 

Indiana  — 1,-600  retail  grocers  received  training  on  improved 
practices  and  on  using  outlook  material* 

North  Central  States  — - Quality  loss  on  eggs  reduced  at  farms 
and  in  consuming  centers* 

Wisconsin  — Producers  shifting,  to  fluid  milk,  reducing 
volume  for , manufacturing,  consolidation  .of  plants  is 
effecting  savings* 

Minneapolis  — .Consumer  education  includes  a 30-minute  weekly 
food-buying  program  on  television,  rated  top  daytime  show 
-P  by  68  percent  of  -housewives  surveyed  by  television  stations. 
New  York  City  — Results.,  of.  consumer  program  .includes  100,000 
food: shoppers  view  weekls  food  news  .on  television,  2,000 
leaflets  sent  out  each  week  in  response  to  direct  requests, 

* • ' 

C*  This  expansion  of  Extension* s marketing  vrork -brought  about 
with  the  support  of  the  Agricultural  Marketing  Act* 

' , , . • • 

VIII*.  Matters  for  Future  Consideration 

r-  v * 

A.  To  continue  to  do  a good  job,  there  are  certain  ponditions 
to  be  taken  into  account* , Some  of  .these  include: 
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1*  Extension  should  stay  in  the  educational  field.. 

a*  There  are  "Hot  Spots”  in  trying  to  bring  about 
improvements. 

b.  Accept  the  idea  of  conflicts  but  present  facts, 
show  opportunities,  have  those  concerned  make 
decisions. 

2.  Extension  and  the  prescription  method, 

a.  Used  to  giving  actual  direct  answers  to  apply 
to  specific  problems, 

b.  This  not  so  applicable  in  the  marketing  field. 

3.  Local  versus  over-all  approach. 

a,  Emergencies  must  be  met  but  a forward  planned 
program  should  be  included. 

b.  Tackling  only  pressing  problems  will. limit  program 
to  piecemeal  results. 

c*  Can  be  very  busy  doing  quick  projects  but  should 
not  mistake  activity  for  accomplishment. 

li.  The  teamwork  approach. 

a.  Paul  Nystrom  clearly  presented  the  need  for  this  — 

in  effect,  with  Research,  Service  and  Education  working 
together,  quicker  answers  and  quicker  application  are 
possible. 

b.  Extension  without  factual  guidance  will  not  be 
sound  and  could  wither  on  the  vine. 

c.  Research  if  not  applied  is  not  useful. 

d*  Extension  has  “know-how"  for  educational  work  but 
notauthority.  Essential  features  of  marketing 
work  entail  need  for  enforcement  of  certain 
standards  regulations  — this  to  be  done  by 
service  departments*  Difficulties  arise  if  one 
tries  to  mix  authority  with  education. 

e*  'Within  Extension,  marketing  specialist  can  do 

only  a limited  job  alone,  commodity  specialists  help. 

4. 

f.  Administrators  have  a duty  to  perform  to  bring  about 
coordination  and  cooperation* 
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5.  Reporting  results® 

a#  A record  of  what  is  done, 

b«  Useful  in  connection  v.rith  requests  for  funds® 

c*  Too  many  times  generalities  lack  specific  measures 
of  accomplishments,, 

do  This  applies  to: 

(1)  those  individuals  or  groups  with  whome  we  work. 

(2)  our  own  administrator So 

(3)  our  associateso 

6*  Well«trained  personnel  needed* 

a*  Can  sometimes  make  a good  marketing  man  by  transfer- 
ring a commodity  specialist  to  marketing  work. 

b0  Need  much  in-service  training  for  that  method. 

Co  Capable  of  interesting  and  stimulating  county 
staff  in  marketing  situations. 

do  In  my  area  county  agricultural  agents,  home  demonstra- 
tion agents  participating  in  retailer  and  consumer 
programs, 

7c  Work  with  various  groups, 
a#  Producers. 

(1)  much  more  needed  in  getting  them  to  understand  and 
use  economic  information* 

(2)  informing  them  of  their  relation  to  whole  system. 

(3)  idie  effect  of  the  demands  of  the  consumers 
on  their  marketing  methods. 

b.  With  the  trade, 

(1)  approach  them  from  their  viewpoint* 

(2)  be  Tailing  to  try  a variation  of  Extension 
teaching  method,  specially  trained  person 
for  special  project* 

(3)  may  need  to  work  with  individual  firms* 

(U)  with  retailers,  go  beyond  display  and  practices, 
emphasise  look  at  economic  phases, 

c.  With  consumers, 

(1)  consider  their  viewpoint. 

(2)  do  educational  work  rather  than  promotional, 
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IX®  Special  Comments® 

A®  Additional  finances  are  likely  to  come  after  significant 
results  are  appr  eclated® 

lo  Often  heard  that  we  cannot  do  any  more  unless  we  get 
larger  staff® 

2®  One  way  is  to  outline  a good  program,  do  some  work  on  it, 
make  a dent,  and  then  ask  for  more. 

3®  Determine  some  priorities  in  projects,  have  observed 

specialists,  county  agricultural  agents,  home  demonstra- 
tion agents  are  actually  d evo ting  more  time  to  marketing 
work® 

U®  In  oearly  days  of  Extension,  funds  came  hard  until  we 
earned  our  way* 

B,  Hope  to  see  Extension d evelop  aggressive  attitude  toward  market- 
ing. Trend  could  develop  toward  English  system  — agricultural 
ministry  for  production,  separate  food  ministry  for  distribu- 
tion and  consumption.  Less  integration  likely® 

C,  Criticism  likely. 

1®  Can  expect  adverse  comments  from  individuals  and  groups0 
2®  This  can  be  used  constructively® 

3®  Conflicts  are  to  be  recognised  but  should  not  prevent 
undertaking  program  which  involves  trouble. 

X,  Education  versus  Research. 

A.  A significant  difference® 

1.  Research  tackles  a problem  and  finds  an  answer®  The 
project  can  be  dropped  and  a new  one  taken  up. 

2®  Extension  cannot  follow  the  same  pattern®  To  b e effective,  . 
the  new  idea  or  method  must  be  accepted  and  adopted  by  the 
multitudes  concerned. 

3*  In  Extension,  doing  work  in  one  area  with  one  worker  is  not 
sufficient  as  is  often  the  case  with  research® 

U.  Consumer  education  carried  on  in  one  urban  center,  say 
New  York  City,  does  not  reach  consumers  in  the  San 
Francisco  Bay  area* 
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5*  Blow  and  quick,  acceptance  of  new  proposals  vary  appreciably© 
Quick  adoption  of  a near  practice  often  comes  if  it  is  easy 
to  Apply  •*—  shows  i mediate  rewards#  A specific-)  for  a 
plant  pesto  A new  package0  Acceptance  of  change  in  diet 
is  much  slower© 

B,  To  a research  person,  educational  progress  may  appear  slow, 
but  we  are  dealing  with  man  who  is  riot  'always  logical  — many 
tines  highly  emotional©  ’ : 

C.  Education  is  a continuing  process  and  cannot  be  done  efficiently 
by;  'turning  it  'on  and  off  like  a valve’* 

XIo  An  Over-a'll  Iiltegratioiio 

I would  ‘like ‘to  see  all  integrated  marketing  program  considered,  start- 
ing with  the  farms  out  in  the  counties,  working  with  them  to  develop 
sound  specific  farm  management  operating  methods  which  would  take 
into  account  the  -outlook  for.  the.;  demand  ;.of.  the  product,  the  type  of 
product  to  be  sent  to  market,  and  how  the  product  should  be  .prepared 
for  sale#  This  - would  deal  .primarily  lith  the  farm  marketing  picture 
in  the  agricultural  agent!s  field,  -’Next,  foliordng  that  product  to 
market  would  be  a part  of  Extension^  job,  working  with  the  whole- 
saler : and  retailer  groups,  particularly  retailers  since  they  are... 
the  ones  who'  come  in  closest  contact  with  the  consumers,}  Getting 
the  products  to  the  retail  markets  economically,  having  the  products 
displayed  attractively,  and  working  with  the  growers  to  get  the 
products  put  up 'the  way  they  should  be,  would  be  the  second  step  in 
this  marketing  program.  The  third  step  has  already  been  developed 
in  New  England  and  in  some  other  ".parts-  of  the  country  by -a  consumer 
education  program0  This  brings  to  the  a ttention  of  the  consumer: 

(1)  when  products  are-plentiful  in  the  mdrketj" 

(2)  the  value  of ' the ‘product  from  a nutritional  point  of  viewj 

(3)  how  to  buy  products  economically j and 

(U)  how  the  product'  can  be'  conserved  in  the  home  and  utilized  to 
the  best  advantage  by' the  family#  . - cv: 

If  v/e  can  conceive  of  a food  program  that  reaches  from  the  farm  to 
the  consumer,  I am  of  the  firm  belief  that  we  have  possibilities  of 
integrating  our  marketing  program  and-  improving  it  in  ways  that  we 
have  never  before  tried  to-  apply* 
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Report  of  Work  Group  A 


SHIPPING  POINT  AND  TERMINAL  MARKETS 


Members  of  Work  Group 


Chairman:  W*  H*  Elliott,  FMR. 

Secretary:  R*  B,  Donaldson,  Pennsylvania 

Consultant:  L*  Ae  Bevan,  Nevx  Hampshire* 


W0  F0  Allewelt,  California 
Ha  Wo  Bradford,  FCA 
Wendell  Calhoun,  California 
C,  R,  Harston,  Montana 
Ho  A«  Johnson,  Alaska 


J e W«  Sharp,  Ohio 
K*  Ho  Smith,  Colorado 
Emory  Stoker,  California 
II*  Taylor,  Utah 
E«  Wilson,  Jrft,  Oklahoma 


Summary  of  Discussions  of  Work  Group  A 

Suggested  Areas  of  Research  Related  to  i 
Shipping  Point  an'd  Terminal  Marke  ts 


I*  Pricing  of  products  at  shipping  point  and  terminal  markets  relative 
to  market  organization  and  facilities  is  of  major  consequence* 

A*  Appraisal  of  price  determining  mechanisims  in  a dynamic 
marketing  system  is  demanding  of  attention* 

Problematic  questions  include: 

1*  Where  and  ho w are  prices  being  made,  that  is,  at  the 
shipping  point,  terminal  point,  or  elsewhere?  What 
is  the  effect  of  each  on  producers  price? 

2*  What  are  the  economic  effects  of  by-passing  terminal 
markets?  (Problem  of  a widely  dispersed  market  with 
price  reporting  based  on  a relatively  small  proportion 
of  the  crop  passing  through  terminals*) 

3*  What  is  the  relationship  between  terminal  markets  and 
shipping  point  markets  as  to  the  reflection  of  consumer 
demand  back  to  the  producer?  Are  the  demand  conditions 
reflected  rapidly  and  accurately  back  to  the  country  and 
are  supply  conditions  reflected  rapidly  and  accurately  to 
the  terminals? 

Bo  Comparative  returns  to  producers  from  marketing  through  alter- 
native market  outlets  should  be  a subject  for  research^  The 
marketing  of  livestock  was  cited  as  a specific  problem  area* 
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Aspects  for  consideration; 

1*  Net  returns  to  producers  and  to  society,, 

2*  Services,  prices  and  efficic-ncies. 

3*  Future  pricing  -v  that  is*  contracting  and  its  influence 
on  dealers  and  producers,, 

(Linear  programing  has  value  in  fitting  recommendations  to 
a dynamic  marketing  system*) 

Co  Researchers  need  to  attempt  an  answer  to  the  question  of  why  do 
prices  and  costs  fail  (or  appear  to  fail)  to  funnel  products 
in  a manner  that  appears  to  be  in  accordance w ith  economic 
rationality,. 

Aspects  for  consideration: 

1*  Services  supplied  — »>  facilities. 

2ft  Convenience  in  disposing  'of  a product  relative  to  increased 
prof its c 

3 e Welfare  demands  of  society,, 
lie.  Status  quo  versus  energia© 

5*  Regulations  and  controls* 

60  Cost  of  being  economically  irrational  in  a democratic 
economy. 

II*  Market  regulations  and  control  of  shipping  point  and  terminal  market 
organizations  and  facilities  have  economic  significance* 

A,  Research  is  needed  to  determine  the  economic  effect  of  market 
regulations  on  producers  and  society*, 

Bo  Research  is  needed  to  determine  the  economic  effects  of  trends 
in  regard  to  public  regulation*, 

C.  Research  concerned  with  federal  and  state  agricultural  policy 
is  a worthy  endeavor  which  may  be  directed  toward:  (1)  adjust- 
ments of  markets  under  given  policy  conditions $ and  (2)  adjust- 
ments of  markets  under  circumstances  that  nay  prevail*  providing 
policy  conditions  chang ec 
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III*  There  is  an  urgency  of  research  directed  toward  "Economies  of 

Scale"  investigations  in  regard  to  the  organization  and  facilities 
of  country  and  terminal  markets* 

A,  Problems  of  horizontal  and  vertical  integration  must  be 
included* 

1.  This  m^r  point  to  an  investigation  of  the  economies  of 
integration  as  such, 

2*  The  impact  of  integration*  both  horizontal  and  vertical* 
upon  inter-firm  and  intra-firm  economies^ upon  the 
producer*  upon  the  consumer  and  upon  the  general  welfare 
needs  to  be  further  investigated. 

3#  An  analysis  of  the  economies  of  integration  must  b e con- 
ditioned by  the  peculiarities  a nd  characteristics  of  the 
socioeconomic  setting  in  which  we  operate, 

B.  Economies  of  scale  relative  to  product  specialization  need 
further  analysis  at  all  marie t points, 

IV,  Input-output  relationships  of  factors  involved  in  the  shipping  point 
and  terminal  markets  need  to  be  elucidated  and  clarified* 

A,  Physical  arrangement  considerations, 

B,  Alternative  combination  of  input  factors  in  the  market  firm 
should  occupy  an  important  olace  in  this  research  work. 

V.  The  development  of  principles  of  facility  planning  - 

A,  It  is  proposed  that  research  agencies  develop  the  principles 
for  use  by  industry  (private  firms).  With  the-  principles  avail- 
able planning  can  be  done  concerning  details  without  the 
assistance  of  public  agencies. 

B,  Facility  planning  is  not  to  be  classified  as  research  but  as  a 
service.  In  contrast*  the  development  of  principles  of  facility 
planning  is  a function  of  research, 

VI,  There  is  need  for  researchers  to  develop  economic  criteria  which 
will  permit  an  appraisal  of  where  the  functions  might  be  performed 
to  effect  efficiencies* 

A.  A problematic  question  is;  Have  we  conducted  an  adequate  anal- 
ysis to  establish  criteria  which  will  permit  recommendations 
in  regard  to  the  place  of  processing  and  grading  relative  to 
shipping  point  and  terminal  markets? 
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B.  As.  an  aid  in  this  proposed  endeavor,  one  night  well  consider 
the  function  of  research  in  detecting, delineating,  defining 
and- predicting  trends  in  market  organization  and  facility 
arrangement,:  - 

VII6  The  dork  Group  recognised  many  raore  functions  of  research  in  regard 
to  the  organisation  and  facilities  of  shipping  point  and  terminal 
markets,  Gay  it  be  emphasised  that  the  listed  research  areas  are 
some  of  those  areas  which  are  demanding  of  attention  in  light  of 
our  present  measurement  of  understandings 

The  ways  and  means  of  performing  the  research  functions  suggested 
were  assumed  not  to  be  assignments  of  this  particular  work  group, 
nor  was  the  job  of  listing  valuable  research  already  perf ormed- or 
under  way  an  endeavor  within  the  outlined  scope  of  activity* 


Service  fro  grams  in  I Larke  t Organization  and  Facilities 


Io  Service  programs  as  conducted  in  most  states  fall  in  the  following 
categories: 

■ A.  Those  which  are  tied  in  directly  with ' federal  agencies  in  a 
cooperative  agreement,  such  as: 

1,  Federal-State  Market  News  Service. 

2 * Federal-State  Crop  Reporting  Service* 

3,  Federal-State  Ship wing  Point  Inspection  Services 

B,  . Those  which  are  entirely  on  a state  basis,  such  as: 

1,  Eegula.tory  work  in  fruits  and  vegetables,  * 

2,  Regulations  regarding  weights  and  measures* 

3*  State  pure  food  laws, 

C,  Those  programs  which  are  not  a part  of  any  federal  program  but 
which  are  closely  coordinated  with  federal  regulations,'  such  as 
State  marketing  agreements  and  orders  which  are  supplementary 
to  a federal  .marketing  order* 

IIo  Responsibilities  of  service  organisations  (Bureau  of  Markets,  etc,) 
toward  shipping-  point  and  terminal  market  problems, 

A.  There  was  general  agreement  that  service  organisations  must 
work -closely  with  research  and  extension  in  dealing  -with  such 
problems , 
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B»  In  connection  with  some  service  programs,  however,  there  are 
times  when  facts  and  information  are  necessary  which  can  only 
be  secured  while  working  on  a particular  problem.  Under  such 
circumstances,  a service  organization  must  gather  its  own  facts. 
With  most  shipping  point  and  terminal  market  problems,  however, 
service  organizations  should  look  to  research  for  the  answer  to 
their  problems* 

C,  Cooperation  and  joint  effort  in  planning  research  projects  will 
assist  greatly  in  placing  the  results  in  the  hands  of  those  best 
fitted  to  disseminate  the  information,  whether  it  be  a service 
organization  or  extension 

III.  There  is  a definite  need  to  provide  more  technical  assistance  to 
individuals,  firms  and  agencies  in  shipping  point  and  terminal 
market  facilities,  regardless  of  who  does  the  job.  This  work  group 
recognizes  that  the  method  of  giving  technical  assistance,  whether 
it  is  considered  service  or  extension,  depends  upon  the  situation 
prevailing  in  the  particular  state  involved.  As  a discussion  group, 
we  are  in  no  position  to  decide  individual  cases. 

The  recent  Food  and  Drug  regulations  on  the  contamination  of  wheat 
will  illustrate  the  thinking  of  Work  Group  A on  this  point  of  view. 
These  regulations  were  enacted  and  enforced  before  proper  education 
on  the  requirements  of  these  regulations  were  disseminated.  No 
particular  group  assumed  the  responsibility  of  making  known  the 
requirements  of  the  law.  Thus,  confusion  and  fear  of  seizure  were 
experienced  at  the  grain  elevators.  Many  times,  slight  facility 
adjustments  could  eliminate  contamination  of  grain.  This  is  idler e 
a service  organisation  might  step  in  to  help  correct  a situation  at 
the  local  shipping  point  market.  If,  however,  a series  of  meetings 
were  to  be  held  on  these  regulations,  then  it  should  be  done  as  a 
joint  effort  between  extension  and  the  service  organization, 

IV.  Marketing  information. 

Regarding  livestock  auctions,  more  emphasis  needs  to  be  placed  on 
reporting  prices,  grades,  and  volume  on  the  important  livestock 
auction  markets.  There  are  many  shipping  point  auctions  where  the 
volume  of  livestock  handled  exceeds  that  of  many  terminal  markets, 
and,  yet,  on  these  auctions  there  is  no  current  information  on 
price,  volume,  or  movement  available. 

It  is  the  feeling  of  Work  Group  A that  additional  market  news  reports 
are  also  needed  on  other  commodities,  particularly  in  localized  areas. 
This  would  tend  to  equalize  prices  from  one  producing  area  to  another 
and  to  promote  orderly  distribution  of  farm  products. 

Some  method  needs  to  be  devised  to  more  accurately  report  the  truck 
movement  of  farm  products,  particularly  on  a day-to-day  basis. 
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The  extension  of  market  news  reports  should  be  expanded  to  include 
farm  sales  of  many  pro ducts c an  example  of  this  is  the  sale  of 
livestock  on  individual  f arras.  At  present  a livestock  producer « 
selling  at  the  farm  has  only  terminal 'market  reports  and  a few  sketchy 
country  sales  reports  to.  use  as  a basis  for  pricing  his-  product  at 
at  the  farm*.  This  is  very  significant  in  view  of  the  large  number  of 
feeder  cattle  and  lambs  which  are  sold  at  the  farm  or  ranch  in  the 
western  states* 


Extension  Programs . in  Market  Organisation  and  Facilities 


The  role  of  Esc  tens  ion  workers  in  the  field  of  market  organization  and 
facilities  was  given  major  consideration  by  dork  Group  A'*  This  included 
problems,  responsibilities  and  programs  as  they  relate  to  Extension  work* 

I,  How  can  our  present  staff  of  Extension  workers  devote  more  time  to 
current  problems,  and,  in  our  specific  case,  to  problems  dealing 
with  shipping  points  and  terminal  markets?  The  opinion  was  expressed 
that  it  may- be  necessary  to  re-evaluate  our  present  Extension  programs 
and  devote  more  time  to  current  developments.  In  market  facilities 
work,  it  would  be  highly  desirable  to  have  some  in-service  training 
before  undertaking  a specific  market  development* 

II®  Extension  marketing  specialists  must  develop  closer  working  relation- 
ships with  market  operators  and  members  of  the  trade*  In  this  day  and 
age  we  cannot  confine  our  Extension  activities  to  producers,  Y/e 
must  work  with  marketing  agencies  and  operators  in  assisting  them  in 
modernising  their  returns,  which  benefits  tail  partially  be  passed 
back  to  the  producer# 

III,  The  problems  of  market  organization  and  facilities  a re  far  reaching- 
in  scope  and  require  the  thinking  and  knowledge  of  many  diciplines:  — 
such  as,  industrial  engineers,  the  physiologist  and  the  marketing 
economist.  It  was  the  feeling  of  the  Group  that  Extension  is  going 
to  have  to  work,  at  least  for  the  moment,  with  present  Extension 
personnel®  Again,  emphasis  was  placed  on  a certain  amount  of  in- 
service  training*  At  times  a few  simple  suggestions  to  a market 
operator  may  do  a great  deal  to  improve  conditions  at  that  particu- 
lar market*  There  are  times  when  this  approach  would  be  more  desirable 
than  the  recommendation  that  an  existing  market  be  completely 
demolished j and  a new  one  constructed, 

IV,  Extension  workers  must  have  a long-range  program  when  dealing  with 
market  organizations  and  facilities.  Extension  should  be  in  a 
position  to  reflect  problems  of  marketing  agencies.  Extension 
workers  should  be  more  alert  as  to  the  needs  for  research  and 
should  anticipate  research  problems.  In  this  connection,  they  should 
consult  with  research  workers  in  developing  research  projects,  not 
in  matters  of  procedure,  but  in  general  principles  and  need.  There 
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general  agreement  that  we  need  more  basic  and  applied  research; 
however,  there  are  times  when  ‘’fire-fighting"  type  of  research  is 
necessary*  Basic  research  should  be  confined  to  trained  research 
workers,  whereas  the  "fire-fighting"  research  ca,n  be  done  by 
extension  or  service  organizations*  Better  still,  it  might  be  done 
by  all  three  groups  working  together* 

There  is  a place  for  preliminary  reports  of  research  work  and  for  the 
popular  type  of  research  publication* 

V*  Extension  has  a responsibility  in  pricing*  One  of  the  functions  of 
Extension  should  be  to  help  develop  more  efficient  market  organiza- 
tions, thereby  bringing  about  better  pricing  mechanisms*  Extension 
has  the  responsibility  of  assisting  producers  in  setting  up  coopera- 
tives to  bargain  or  to  market*  be  must  also  recognize  the  importance 
of  non-cooperative  types  of  business  organizations*  It  was  pointed 
out  that  it  is  Extension’s  job  to  advise  farmers  as  to  the  need  and 
desirability  of  a cooperative  organization,  and  if  conditions 
justify  such  action  to  even  discourage  their  formation*  In  terminal 
market  facilities  the  cooperative  approach  may  be  somewhat  impractical, 
because  of  the  many  interests  involved*  It  was  pointed  out  that 
price  consideration  is  often  the  motivating  force  in  the  development 
of  a cooperative  marketing  organization* 

VI#  Extension  has  a definite  responsibility  of  getting  farm  organiza- 
tions, receivers  and  handlers  of  farm  products  to  understand  the 
problems  of  shipping  point  and  terminal  markets#  There  is  a job 
of - explaining  the  present  lack  of  adequate  market  organization 
and  facilities  to  all  segments  of  the  marketing  system* 

VII*  In  order  to  do  an  efficient  job  of  marketing,  there  are  times  when 
an  Extension  marketing  specialist  must  go  beyond  the  state  lines* 

This  is  particularly  applicable  in  the  field  of  shipping  point  and 
terminal  markets*  It  is  at  times  impossible  to  do  the  job  of  market- 
ing within  certain  geographical  boundaries#  Regional  extension 
marketing  projects  on  a fozmal  basis  are  at  times  highly  desirable# 

There  are  also  possibilities,  however,  of  informal  agreements  or 
projects  for  extension  marketing  work  which  may  cross  state  lines* 
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Summary  of  Discussions  of  loijc  Group; 


It  was  originally  planned  that  this  work  group  consider  problems  of 
transportation  and  storage,  but  its  assignment  was  subsequently  broad- 
ened to  include  processing*  It  was  decided  at  the  beginning  that  the 
extremely  broad  scope  of  the  subject  matter-  field*  the  smallness  of 
the  group*  and  the  limited  amount  of  time  available  would  make  it  desir- 
able to  concentrate  attention  primarily  on  those  parts  of  the  field  in 
which  the  members  of  the  working  group  ware  most  directly  interested* 

The  greatest  concern  appeared  to  be  in  problems  of  transportation,  and 
■individual  members*  were  interested  primarily  either  in  grains  or  fruits 
and  vegetables-  These  interest,  factors  had  m important  bearing  on  the 
framework  around  which  discussions  revolved© 

Research  Work 

Frequently  problems  in  transports,  hi  on,  storage  and  processing  are  so 
closely  related  that  research  on  them  needs  to  be  carried  forward  on 
a joint  basis.  In  some  cases  work  in  these  fields  should  be  only  a 
part  of  a general  economic  study  which  would  include  the  projection  of 
trends  in  production*  marketings  and  consumption  based  on  consideration 
of  underlying  advantages,  both  natural  and  economic*  For  instance*  the 
demands  for  storage,  transportation,  and  processing . facilities  are 
being  greatly  influenced  by  the  increasing  importance  of  frozen  fruits 
and  vegetables*  The  growth  of  frozen  orange  concentrate  has  reduced 
considerably  the  flow  of  fresh  fruit  through  packing  houses  and  trans- 
portation agencies  as  compared  with  what  otherwise  would  have  been  the 
case  and  as  compared  with  the  expectations  of  the  tradeo  The  Bureau 
of  Agricultural  Economics  is  currently  carrying  forward  a study  of  the 
present  position  and  potential  cf  the  frozen  food  industry  with  a view 
'to  appraising  its  effects  on  the  entire  marketing  system,  especially  for 
fruits  and  vegetables.  It  is  hoped  that  this  economic  study  which 
will  give  important  attention  to  expected  future  developments  will 
assist  the  trade  in  adjusting  to  changing  conditions©. 
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Transportation 

It  was  recognized  that  this  is  a neglected  portion  of.  the  marketing 
field*  While  railroads  can  still  be  called  the  backbone  of  the  trans— 
porta tion  system  of  the  country,  the  rapid  growth  of  motor  trucking} 
particularly  the  hauling  of  agricultural  products  by  exempt  carriers, 
has  given  rise  to  a host  of  problems  on  which  comparatively  little  work 
has  been  done*  For  instance,  shippers  need  to  be  provided  with  addition- 
al information  which  will  assist  them  in  -selecting-  the  most  economical 
method  of  transportation®  This,  choice  will  d epend  upon  numerous  fac-' 
tors,  including  the  nature  of  the  commodity,  the  distance  to  be  moved, 
services  required,  conditions  in  the  market  of  destination,  etc®  . In 
order  to  make  many  of  these  studies,  additional  basic  data  are  _ , 
needed,  particularly  for  trucks,,  Not  only'  is  information  on  charges, 
costs  and  services  almost  entirely  lacking,  particularly  for  the 
agricultural  carriers,  but  the  extent  and  nature  of  truck  movement 
is  largely  unknown  for  a number  of  important  commodities  in  major 
agricultural  areas*  The  recently  published  study  of  grain  trucking 
made  by  FMA  In  the  Southwest  revealed  an  important  penetration  of 
trucks  in  a part  of  the  transportation  field  which  traditionally  has 
been  considered  to  be  dominated  by  the  railroads®  It  has  been  reported  . - 
that  the  results  of  this  study  came  as  a surprise  to  rnqny  railroad 
executives® 

A broad  problem  related  to  that  of  selecting  the  most  economical  method 
of  transportation  and  with  implications  for  shippers,  carriers,  and 
governmental  policy  is  that  of  possibilities  for  integrating  rail, 
truck  and  water  transportation  of  farm  products*  There  is  a basis  for 
believing  that  the  movement  of  certain- commodities,  and  particularly 
for  certain  length  of  hauls,  trucks  have  a distinct  advantage  because 
of  cost}  greater  flexibility,  possibility  for  rendering  superior 
service,  or  oilier  reasons*  In  other  situations,  rail  or  water  trans- 
portation may  be  more  efficient*  Perhaps  it  would  be  desirable  for  the 
different  carriers  to  give  increased  attention  to  improving  their  com- 
petitive position  in  areas  of  special  advantage  and  to  withdraw  from 
operations  which  entail  losses*  Perhaps  the  passage  of  time  would  bring 
about  the  desired  results  even  if  no  research  is  undertaken,  but  this  : 
is  likely  to  take  place  only  after  marketing  and  transportation  firms  , 
sustain  losses  expensive  not  only  to  them  but  also  to  producers  and 
consumers#  Much  more  adequate  cost  data  and  closer  working  relation- 
ships between  research  agencies  and  the  carriers  would  be  required  to 
do  an  adequate  job  of  research  on  tins e problems# 

Much  valuable  work  has  been  done  and  further  research  is  needed  on. 
the  protection  of  products  and  the  maintenance  of  product  quality  during 
transportation  and  storage*  Illustrations  of-  work  under  way  include 
that  on  methods  of  decontaminating  grain  cars,  waste  and  spoilage  on 
fruits  and  vegetables,  and  shrinkage  in  livestock  during  transit®  Studies 
of  methods  of  handling  prior  to  shipment,  loading  practices,  tempera** 
tures,  distance  moved,  and  other  factors  require  the  coci  era  tion  of 
economists  and  natural  scientists*  and  frequently  require  coordination 
with  research  on  harvesting  and  on  handling  in  local  markets  and  in 
markets  of  destination# 
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The  group  recognized  the  need  for  additional  research  on  the  transporta- 
tion rate  structure,  including  not  only  rates  but  also  services,  and  the 
importance  of  special  interrelationships  existing  between  the  rate  struc- 
ture and  public  policy,.  The  situation  is  now  generally  characterized 
as  being  chaotic  with  many  rates  and  rate  realtionsh'ips  based  on  condi- 
tions which  no  longer  exist  or  are  ceasing  to  'exist  as  a result  of  broad 
economic  changes  and  the  growing  importance  of  truck  movement  with  .. 
respect  to  which  rates  and  costs,  are  relatively  unknown,,  For  instance, 
the  grain  rate  structure  has  been  set  up  to  encourage  the  flow  of  grain 
through  large  terminal  market  centers  with  respect  to  which  accessorial 
services,  inspection,  and  the  privileges  of  diversion  and  in— transiting 
play  an  important  part*  Little  is  known  as  to  ''the  effect  of  the  transit 
privilege  on  circuitous  hauling  or  the  extent  of  handling  grain  and 
grain  products  and  the  resulting  effect  on  returns  to  carriers  and  prices 
to  producers  and  consumers,  .What  is  the  relationship  between  in- 
transiting  and  truck  competition?  Another  special  set  of  problems 
surrounds  the  movement  of  California  fruits  and  vegetables  to  distant 
markets  in  the  Midwest  and  East#  The  railroads, will  dominate  these 
movements,  and  the  increase  in  rates  has  been  considerably  less  than 
for  the  hauling  of  agricultural  commodities  in  general.  Is  it  likely 
that  cost  and  competitive  relationships  will  permit  this  situation  to 
continue?  If  not,  what  alternatives  are  open  to  shippers,  and  what 
will  be  the  economic  effects  on  than  as  well  as  on  the  carriers?. 

Developments  in  the  transportation  of  both  grains  arid  fruits  and  veg- 
etables are  illustrative  of  situations  in  which  transportation  changes 
may  have  far-reaching  effects  upon  the  whole  structure  of  marketing 
and  pricing.  For  instance,  the  growth  of  grain  trucking  may  render 
out  of  date  past  calculations  as  to  the  most  desirable  locations  for 
elevators  and  for  flour  and  feed  mills,  and  perhaps  bring  about  a large- 
scale  bypassing  of  the  local  elevators  in  the  grain  marketing  system. 
There  is  an  opportunity  and  a need  for  research  to  be  undertaken  which 
will  guide  farmers,  marketing  firms,  and  transportation  agencies  in 
making  adjustments  to  changing  conditions. 

The  working  group  shared  to  a considerable  extent  the  attitude 
expressed  by  Mr,  Wilcox  in  his  speech  at  the  general  session,  in  which 
he  indicated  that  progress  on  transportation  research  might  be  helped 
if  a somewhat  new  and  fresh  attitude  were  taken  toward  cooperation 
■with  the  railroads.  Research  people  in  public  agencies  do  have 
constructive  cooperative  working  relationships  with  the  carriers  in 
some  instances,  ' However,  there  is  a widespread  feeling  that  the 
Department  of  Agriculture  and  the  Experiment  Stations  are  largely 
shipper  minded  and  regard  the  railroads  as  antagonists*  .It  is  be- 
lieved that  the  carrier  should  be  appro&ched  from  the  point  of  view 
that  it  is  recognized*' that  they  do  need  increased  revenues  during 
periods  of  rising  costs  if  they  are  to  remain  solvent  and  improve 
their  services,  and  that  it-  is  the  desire  of  public  agencies  to  work 
with  them  in  an  effort  to  make  operations  as  efficient  as  possible  so 
as  to  keep  the  need  for  increased  charges  to  a minimum. 
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Storage  - ..  . > 

Many  of  the  problems  of  storage  and  transportation  a ri  closely  related. 
Reducing  waste  arid'  spoilage  in  the  storage  process  tends  to  parallel 
similar  problems  in  transportation.  . In  .the  case  of  grain  storage,  as 
has  been  indicated  earlier,  size,  arid  type  of  f acidities' and,  their 
location  are  in  the  process  of  being  affected  by  the  increasing  use  of 
’ trucks.  ■ 

In  some  areas  the  need  for  storage  facilities  and  the  kind  of  facilities 
required  should  be  appraised  in  the  light  of  economic  and  technological 
factors  affecting  the  production  .and  consumption  of  commodities*  For  ; 
instance,  in  some 'grain-producing  counties  feed  grains  are  shipped. out 
during,  the  harvest  season,  the  farmer  receiving  the  terminal  market  pric  e 
less  transportation  cost.  During  the  deficit  season  in  the  same  .year  • 
or. perhaps  during  the  follovdng  year  .if  .local  production  is.  short,  live- 
stock raisers  buy  shipp  ed(  in  grain,  paying  terminal-  market  prices  plus.  • 
transportation  charges*  This  situation,  needs  to  be  studied  with  a view- 
to  determining  whether  a different  pattern  of  location  of  storage  facil- 
ities might -not  result  in  higher  prices  to  sellers  of  grain  and/or 
lower  prices  tg  buyers  of  feed*  1 

Research  in  the  field  of  storage  cannot  be  conducted  without  regard 
to  idle  effects  of  governmental  policy.  The  cur  r err r and  probable 
future  influence  of  policy  and  regulation  is  particularly  important 
for"  storage  and  transportation  facilities  for  grain*  Research  should  : " ■ 
be  undertaken  on  such • problems  as  the  effect -of  alternative  levels  of; 
production  control  and  price  support,  and  the  influence,  of  various  .met- 
hods of  price  support,  including  multiple  price  systems*  Levels  and 
methods  of  production  control  and  price  support  not  only  have  a direct 
influence  on  the  size,  nature,  and  location  of  s torage  facilities 
required,  but  also  influence  the  division  of  the  grain  trade  between 
domestic  and  foreign  outlets  and'”  the  availability  and  prices  of  grain 
for  feeding.  Any  influence  on  the  nature  and  location  of  resulting 
market  outlets  will  have  implications  for  storage  and  transportation. 

Pi-  oc  es  sing 

Important  changes  are  under  way  in  food  processing  and  the  United 
States  at  the  present  -time.  This  is  particularly -.true  in  fruits  and 
vegetables  and  is  associated  with  increasing- specialization  in  areas 
of  production,  the  continued  industrialization  and  urbanization  of  the  -v 
consuming  .population,  and  the  development  of  new  products,  particularly  ; 
frozen  foods.  One  of  the  first  needs  of  research  in  this  field  is  more 
adequate  basic  . data.  For  instance,  . increased  information  is  needed  on 
tlie  disposition  of  a wide  range  of  products)  that-  is-,  the  extent  to 
which  they  move  to  Consumers  in  fresh  or  processed  form,  what  portion  *;?..• 
goes  through  retail  stores,  hotels,  r.esturants,  public  'institutions, 
and  reprocessing  channels. 
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Comparatively  little  work  has  been  done  on  interregional  competition  in 
processing.  In  some  areas  waste  disposal  is  a factor  of  importance* 
Research  in  this  latter  field  requires  the  close  cooperation  of  engin- 
eers* chemists*  and  others  with  economists*  In  some  cases  useful  by- 
products may  be  developed  from  wastes  which  are  at-  present  polluting 
the  streams  or  being  disposed- of  at  considerable  expense*  At  the  present 
time  the  Iowa  Agricultural  Experiment  Station  is  carrying  out  a study 
of  dairy  waste  disposal  under  a contract  with  the'  U*  3*  Department  of 
Agriculture*  ' 

The  working  group  believed  that*  joint  economic  engineering  studies  of 
plant  management  and  efficiency  which  had  been  successfully  applied 
to  packing  house  operations  could  be  extended  to  the  processing  field* 
However*  the  application  of  these  studies  to  processing  undoubtedly 
will  prove  to  be  more  complicated  and  difficult  and  will  raise  problems 
of  obtaining  the  cooperation  of  large  business  firms  which  are  coming 
increasingly  to  dominate  the  field  of  food  processing* 

It  was  recognized  that  research  -work  by  employees  of  public  institutions 
is  dependent  upon  developing  effective  cooperation  with  private  business 
firms*  Frequently  this  cooperation  is  difficult  to  obtain  for  a number 
of  reasons*  Among  these  is  the  belief  on  the  part  of  large  firms  that 
they  have  adequate  resources  with  which  to  conduct  their  own  research* 
which  wall  remain  their  private  property*  whereas  results  of  studies 
made  by  public  funds  necessarily  must  be  hade  available  to  the  entire 
industry.  Frequently  business  men  fear-  that  inforraation  obtained  from 
them  may  be  used  for  purposes  of  government  regulation*  On  occasions* 
individuals*  par ter ships*  and  corporations  look  with  suspicion  upon 
overtures  from  public  research  agencies  because  they  feel  that  in  the 
past  these  agencies  have  aided  and  encouraged  farmers*  cooperatives* 

All  of .these  are  obstacles  which  will  require  much  patience  and  consider- 
able time  to  overcome* 


Service  Work 

State  and  Federal  activities  in  the  service  field  fall  primarily  into 
three  categories  --  regulatory*  promotion*  and  information0  In  dis- 
cussing this  work*  it  should  be  understood  that  the  following  comments 
have  no  reference  to  the  division -.of  jurisdiction  as  between  agencies 
because  responsibility  for  these  activities  varies  greatly  between 
the  different  states. 

The  regulatory  work  discussed  by  the  group  includes  the  a dministration 
of  warehouse  acts*  inspection  services*  the  determination  and  maintenance 
of  grades  and  standards  for  a variety  of  different  commodities*  and 
the  administration  of  regulations  covering  weights  and  measures*  inclu- 
ding the  inspection  of  scales  and  the  checking  of  packaged  products  to 
assure  conformity «with  state  laws  and  the  rules  of  -the  regulatory 
agencies.  s >. 
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In  many  of  the  states  a great  deal  of  attention  is  given,  to  promotional 
activities  such  as  the  introduction  of  improved  storage  and  processing 
giants*  Services  of  this  kind  include  advice  to  groups  or  individuals 
interested  in  establishing  the  facilities  on  how  tbsy  should  be  construc- 
ted and  where  the-  plants  could  be  located  in  order  'chat  they; may  be  of 
the  greatest  value  to  the  communities  served*  Assistance  is  also  often 
provided  in  obtaining  the  financing  for  the  project  and  finally,  guid- 
ance is  afforded  in  selecting  the  internal  equipment  and  methods  to 
-insure  its  efficient  and  economical  operation® 

Under  the  heading  of  information  activities  comes  the  market  news 
■service,,  which  provides  • data  on  the  volume  of  marketings,  shipments,  and 
prices  in  producing  a reas,  as  well  as  receipts  and  prices  paid  in 
^ destination  markets®  ' 

How  do  regulatory  activities  relate  to  transportation?  Let  us  take  -a 
current  example*  A considerable  amount  of  grain  is  now  being  trucked 
directly  from  farms  to  flour  and  feed  mills,  bypassing  the  terminals 
where  grades  are  usually  determined.  In  such  a situation,  where  and  . 
how  should  samples  be  taken  and  grades  determined  to  see  that  the 
farmer  gets'  a fair  price  for  his  grain?  Again*  some  country  elevators 
being  bypassed  in  tills  situation  are  buying  trucks  and  getting  into 
the  transporting  business  themselves®  Warehousing  lav/s  may  not  be 
adequate  to  meet  the  present  situation  and  may  be  even  less  satisfactory 
in  terms  of  their  ability  to  meet  new  conditions*  At  the  present  time 
a group  of  states  in  the  North  Central  region  is  making  a study  of  their 
state  grain  warehousing  laws,  their  provisions,  and  the  .adequacy  of  their 
administration*  ......  _ 

The  activities  of  the  states  in  regulating  the  types  of  containers 
to  be  used  for  the  shipment  of  fruits  and  vegetables  and,  sometimes, 
the  amount  of  produce  that  is  packed  in  those  containers,  is  closely 
related  to  their  transportation,  because  railroads,  too,  provide  in 
their  freignt  tariffs  the  specifications  for  the  containers  vjhich  may 
be  used.  As  a consequence,  there  is  need  for  the  coordination  of 
current  research  on  containers  used  for  transportation  and  the  reg- 
ulatory function  of  the  state  agencies® 

Turning  to  work  in  the  promotional  field,  one  of  the  major  problems 
facing  those  who  would  establish  new  proc easing . plants  or  market 
facilities  is:  Where  shall  we  locate  so  that ’the  product  may  move  to  - 

and  from  tine  facility  with  the  greatest  ease  and  convenience  and  at 
the  lowest  cost?  The  location  of  railroad  lines,  the  availability  ... 
of  storage  or  processing-in transit  privileges  and  the  ; availability 
of  good  highways  are  essential  po’ints  for  determination,  a s well  as 
consideration  of  the  area  to  be  served  and  the  prospective  markets 
to  be  reached*  It  is  well,  too,  to  investigate  the  newer  methods  and 
applications  of  transportation  facilities*  For  .instance/  advances 
have  been  made  in  the  techniques  of  transporting  in  bulk,  commodities  ■ 
that  used  to  be  marketed  entirely  in  packaged  form  where  savings  are 
made  not  only  in  the  cost  of  the  container  but  in  labor  as  well* 
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Further,  through  bulk  handling  it  is  sometimes  possible  to  avoid  the 
use  of  traditional  marketing's  er vices  in  getting  the  product  from  the 
plant  or  facility  to  the  ultimate  place  of  sale. 

r ‘ ' • ' 

A problem  frequently  encountered  in  connection  with  the  promotional 
activities  of  the  states,  is  in  the  analysis  of  the  results  obtained  by 
researchers,  so  that  those  which  -profitably  may  be  applied  to  a.  partic- 
ular situation  may  be  chosen*  . The  great  trouble  here  is  that  the 
researcher  studying  the  respective  efficiencies  of  different  marketing 
facilities  or  methods,  necessarily  determines  his  facts  and  analyzes 
them  in  the  light  of  the  conditions,  under  which  the  study  is  made#  How- 
ever, applied  elsewhere,  his  recommendations  may  not  fit  a particular 
area  or  a particular  facility  because  of  local  Conditions*  It  is  one 
job  to  determine  the  general  principles  which  may  be  recommended  for  ; 
use  in  the  setting  up  of  a new  facility  and  it  is  another  job  to 
select  and  apply  the  particular  principles  that  are  applicable  to  the 
-local  situation  where  the  plant  is  to  be  built*  The  working  group  - 
feels  that  there  must  be. close  cooperation  between  the  researcher 
and  those  who  use  the  results  of  his  work  if  the  best  results  are  to 
be  obtained* 

4f  ...  • • .... 

Progressive  developments  in  transportaion  may  also  bring  problems 
in  the  collection  and  dissemination  of  market  news.  For  example,  when 
practically  all  of  the  fresh  fruit  and  vegetables  moved  by  railroad  we 
had  a well  organized  and  efficient  system  of  collecting  and  disseminating 
data  on  current  shipments  from  producing  a reas  and  receipts  at  a large 
number,  of  destination  markets#  How, ' wifi  over  half  of  the  fruit-;and 
vegetable  marketings  moving  by  truck,  the  rail  shipments  and  receipts 
have  come  to  mean  very  little#  Further,  the  movement  of  rail  carloads 
to  central  markets  facilitated  the  collection  of  market  price. data. 
Movement  by  truck, -much  of  it  bypassing  the  Tholes ale  markets  where  these 
data  have  been  obtained,  has  presented  a serious  complication.  More 
research  is /needed  to  establish  ne^v  procedures  for  the  assembling  of • 
market  news  data  on  motortruck  shipments# 

Another  service  which  the  .working  group  feels  would' be.  of  value  is  one 
which  vould  provide  farmers  with  information  on  the  availability  of 
storage,  particularly  in.  years  of  heavy- production  when  the  amount  of 
the  product  to  be  stored  exceeds  the  capacity  of  local  facilities# 

Many  changes  which  are  taking  place  with  the  assistance  of  researchers 
will  mean  problems  for  people  engaged  in  service  workn  At  the  same- time, 
the  service  people  need  the  researcher  and  his  findings,  and  the  reseaiTier 
needs  their  help  to  get. the  techniques  and -principles  he  has  developed- 
put  into  action*  The  working  group  believes  that  future  problems  will 
be  more  readily  solved  and  research  work  made  more  effective  through  the 
closer  coordination  of  research  and  service  work. 
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Extension  Work 

It  Is  believed'  that  considerable  information  developed  by  research 
has  been  ins nf f Ic i en tly  disseminated  end  therefore  is  not  in  use* 

Such  information  shbuld  be  studied  to  answer  the  question:  Who  can 

use  it?  After  this  question  has  been  answered,  the  next  question 
becomes:  Are  the  current  methods  of  dissemination  getting  the  infor- 

mation into  the  hands  of  those  who  can  use  it? 

A few  of  the  facts  developed  by  transportation,  processing  and  stor- 
age research  can  be  used  by  farmers®  The  channels  used  in  dissemina- 
ting production  information  may  be  used  when  .farmers  are  the  audience 
to.  be  reached*  This  may  not  be  as  effective  as  it  should  because 
some  county  agents  are  not  interested  or  lack  competence  in  these 
..relatively*  specialized  fields* 

Most  of  the  findings-  of  transportation,  processing  and  storage  research 
are  applied  only  when  the  operators  of  processing  plants  and  storage 
facilities  and  the  top  management  of  railroads  and  trucking  firms 
decide  to  use  it*  Relatively  little  effort  has  been  made  to  see  that 
new  information  gets  to  these  groups#  feme  examples  of  Work  now  being 
done  are:  extension  work  done  with  cotton  ginners  and  creamery  opera- 

tors j the  “service'1  program  of  the  Farm  Credit  Administration  with 
cooperatives  engaged  in  processing,,  storage,  ■ and  transportation;  the 
.work. of  industrial’ contact  officers  employed  by  the  regional  research 
laboratories  of  BAIC;  and. the  work  done  by  trade  associations  through 
their  trade  publications  and  persons  they  employ  for ’this  kind  of. work* 

Strengthening  the  dissemination  of  the  results  of  research  in  trans- 
portation, processing  and  storage  involves  two  major  problems*  The 
first  is  developing  more  interest -and  competence  on  the  part  of  county 
agents  so  'that  this  type  of  information  mil  be' included  in  their  work 
with  farmers.-  The  second  is  the  development  of  more  adequate  organ- 
ization and  techniques  for  getting  information  to  operators  of  trans- 
portation, storage  and  processing  firms,.. and  to  the  shippers  and  buyers 
who  use  transportation  and  storage  facilities* 

The  second  problem  is  the  mere  difficult  of  the  two  and  the  working 
group  discussed  examples  and  possible  solutions  before  suggesting  some 
general  principles  that' might  be  followed* 

Considerable  information  is  available  that  shows  that  fruits  and 
vegetables  can  be  shipped  by  rail  with  less  expensive  protective 
services  than  those  now  used*  Shippers  and  f#o*b#  buyers  made  the 
decisions  regarding  protective  .services  and  are  the  ones -who  could 
see  that  the  money-saving  methods  are. used*  A handbook  on  protective 
services  is  needed*  However,  to. .get  the  practices  adopted  there  is 
need  for  one  person  familiar  with  tils  particular  field  to  spend  a 
year  cr  two  contacting  shippers  and  buyers#  Only  one  person  would  be 
needed  for  the  whole  country  as  the  number  of  shippers  and  buyers  to  be 
reached  is  comparatively  small* 
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Research  has  shown  that  a large  amount  of  grain  is  infested  by  insects 
during  transit  and  that  the  insects  live  in  the  boxcar  insulation# 
Replacement  of  present  insulation  with  fiber  glass  would  prevent  this 
infestation#  For  this  to  happen,  top  management  of  the  railroads  must 
decide  to  spend  $100  to  $15>0  per  boxcar  for  the  fiber  glass  and  its 
installation  One  person  assigned  the  task  of  giving  railroad  manage- 
ment the  facts  and  getting  the  grain  and  mail-ling  trade  to  insist  on 
fiber  glass  insulated  boxcars  might  get  this  practice  adopted# 

Based  on  these  and  other  examples  the  group  made  four*  observations 
regarding  extension  work  with  operators  of  processing,  storage  and 
transportation  facilities: 

1#  For  any  particular  practice  the  number  of  operators  who  need  and 
can  use  the  information'  is  small  but  teaching  them  is  very  inir- 
portant  because  so  many*  of  them  make  decisions  that  affect  large 
operations# 

2#  The  type  of  information  to  be  disseminated  is  specialized  — the 
groups  that  need  are  specialized#  Effective  dissemination  requires 
men  who  are  specialized#  In  many  cases  the  job  assigned  to  a man 
could  be  the  promotion  of  a single  practice*, 

3*  Men  who  can  do  the  type  of  job  that  is  needed  are  scarce#  Indiv- 
idual states  cannot  afford  to  add  such  men  to  their  staffs#  Men 
employed  to  disseminate  such  specialized . information  could  work 
effectively  with  the  whole  country  as  their-  geographical  area  of 
operation# 

U#  In  many  cases  the  best  extension  f/orker  will  b e the  man  who  has 

dohe  the  research#  To  do  the  job,  he  squid  be  relieved  of  research 
duties  for  a year  or  two  and  should  devote  his  full  time  to  activ- 
ities  designed  to  get  the  results  of  his  research  adopted# 
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- Summary  of  Discussions  of  Work  Group.,  C . 

Discussion  in  Work  Group  C was  limited  to  Organ-* 
ization,  structure  and  f acidities  for  retailing 

food*  . . •; 

Introduction 

Retail  markets  are  of  the  utmost  importance  in  the  marketing  process  since 
it  is  here  that  consumers*  decisions  .are  made  and  approximately  one-third 
of  marketing  costs  are  incurred*  To. improve  effectiveness  in  the  organiza- 
tion and  operation  of  retail  facilities,  and  to  increase  efficiency  in  the 
services  rendered  mil  be  in  the  best  interests  of  producers,  handlers,  and 
consumers  of  food  commodities* 

The  retail  food  industry  has  succeeded  in  bringing  to  the  American  con- 
sumer an  incredible  variety  of  high  quality  food  in  an  increasingly  more 
convenient  "form*  fhis  has  been  accomplished  with  a decrease  in  distribu- 
tive margins  even  though  wages  of  employees  and  most  other  costs  have 
been  increasing* 

The  trend  during  the  past  two  decades  has  been  toward  a decreasing  number 
of  stores  selling  an  increasing  number  and  volume  of  items  per  store  and 
per  employee.  J-t  was  estimated  by  the  trade  that  due  to  the  ever-increasing 
popularity  of  the  larger,  more  efficient,  and  more  attractive  self- 
service  stores,  the  larger  stores  now  control  a larger  share  of  business 
than  at  any  time  in  history. 

Basic  to  the  development  of  the  modern  low-cost  superette  and  super 
market  is  the  self-service  concept  and  the  development  of  industry-wide 
cooperation.  All  segments  of  the  food  industry  are  thinking  in  terms 
of  the  consumer,  some  to  a greater  extent  than  others*  It  is  becoming 
more  apparent  that  repeat  sales  will  not  be  made  until  the  retailer  has 
sold  the  merchandise  to  the  consumer,  so  all  distributive  agencies  are 
teaming  up  rath  retailers  to  increase  the  efficiency  of  distribution* 
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Differences  between  chain  and  independent  stores  are  d ecreasing  with  the 
increasing  standardization  of  food  and  similarity  of  operation  and  prac- 
tices. Differences  due  to  size  are  becoming  greater  than  formerly  with 
the  large  super  market  having  very  little  in  common  with  the  small  corner 
grocery.  As  the  retail  food  store  becomes  an  outlet  to  move  large  ton- 
nages of  food  with  relatively  low  margins,  emphasis  is  placed  on  efficient 
handling  and  skillful  management* 

The  approach  followed  by  this  Work  Group  was  divided  into  three  parts* 
fhey  are:  research,  service,  and  extension.  An  a ttempt  was  made  to 

outline  the  needed  program  in  each  of  these  categories.  The  items  ' 
covered  in  this  report  are  intended  to  be  only  illustrative  of  the  type 
of  programs  that  should  be  considered.  There  was  no  consideration  of 
the  question  of  which  agency  should  do  the  work. 

Research  Program  in  Retailing 

The  Work  Group  decided  that  the  objective  of  research  in  food  retailing 
should  be  broadly  social  as  well  as  being  directed  to  the  ends  of  the 
individual  firm.  More  specifically,  the  objectives  should  include  an 
effort  to  reduce  the  costs  of  retail  operations  for  a given  set  of  ser- 
vices and  quality  of  product  delivered  to  the  consumer  or  increase  the 
services  desired  by  consumers  and  higher  quality  of  product  at  the  same 
cost.  In  the  first  case,  the  incidence  of  reduced  costs  should  be  felt 
by  producer,  retailer,  and  consumer,  -m  the  second  case,  the  consumer 
would  most  likely  be  willing  to  pay  a higher  price  for  the  improved 
services  and  higher  quality  product  and  thus  the  incidence  of  this  gain  • 
would  again  be  felt  by  the  producer,  retailer,  and  consumer. 

The  procedure  followed  by  the  work  group  was  first  to  re  vie1;  examples  of 
recent  research  in  the  retailing  of  food  products^!/  second,  to  outline 
needed  research.  The  research  program  for  tie  food  retail  industry  was 
divided  into  five  general  categories.  It  should  be  realized  that  these 
categorical  groups  are  arbitrary  and  include  some  overlapping  of  subject 
material.  Also,  the  more  specific  items  discussed  under  each  heading  are 
intended  to  be  only  illustrative  of  tie  types  of  research  needed. 

I*  Economic  Organization  of  Retailing  Facilities:  The  retailing  firm* 

Research  directed  at  reorganization  of  the  resources  used  by  the  food 
retailing  firm  was  considered  one  of  the  most  desirable  phases  of  work. 
The  Work  Group  outlined  several  areas  in  which  research  is  needed. 

A.  Research  is  needed  to  determine  the  most  efficient  use  of 
resources  such  as  the  combination  of  capital  and  labor.  For 
an' example,  the  substitution  of  display  equipment  for  labor  in 
the  introduction  of  the  self-service  method  of  selling.  Fur- 
ther, the  study  of  imput  factor  substitution  should  be  accomp- 
lished in  connection  with  alternative  engineering  plant  design 
aspects  such  as:  (1)  departmental  and  it  an  layout,  (2)  organiza- 
tion of  food  preparation f acilities  with  respect  to  display  and 
storage  facilities,  and  (3)  equipment  arrangement  and  layout* 

1 / Gee  Appendix  I for  list  of  publications. 
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For  example,  studies  have  been  made  of  labor-saving  reorgan- 
isation of  meat  cutting  and  trapping  rooms  and  speed-up  arrange- 
ments at  store  check-out  points* 

B.  There  is  a need  to  deter mine  the  economies  of  resource  use 
associated  with  the  scale  of  operation.  The  relationship  of 
average  unit  cost  to  size  of  firm  needs  to  be  determined, 

„C,  studies  should  be  made  of  the  economies  of  resource  use  and 
cost  associated  with  varying  degrees  of  capacity  of  operation 
relative  to  total  capacity, 

D,  The  alternative  methods  of  financing  of  the  retail  store  and  the 
ways  in  which  risk. and  uncertainty  can  be  reduced  should  be 
given  consideration, 

E,  Research  is  needed  to  determine  the  desirable  personnel  policies,, 
training- pro  grans,  worker  incentives,  and  supervisory  techniques,' 

These ■ examples  illustrate  the  research  problems  associated  with  'retail 
-plant  efficiency,  ..Iso,  it  must  be  recognized  that  disciplines  other 
than  economics,  such  as  engineering  and  personnel  management  are 
integral  parts  of  this  research* 

XIa  Economic  Organization  of  Retailing -Facilities;  Industry  level 

This  '.problem  pertains  to  groups  of  stores  as  op  posed  to  individual  stores. 
It  consists  of  • the  best  industry  or  market  area  organization  of  the" 
individual  stores.  Several  areas  of  research  at  industry  or  market  area 
level  seem  desirable, 

A,  Horizontal  and  vertical-  integration  of  retail  firms  offer  a field  for 
..analytical  research.  Questions  as 'to ’the  degree  and  economic  f'easi- 

*■  bility  of  integration  need,  to.be  answered, 

B,  Size, -number,  type,  ad  location  of  retail  stores  in  a market  area 
are  factors  to  be  considered  in  determining  the  most  economical 
.organization  of  the  industry.  Research  of  this  type  must  be  preceded 
by  considerable  study  of  the  retail  firm. 

p.  There  are  many  special  problems  of  tire  retail  industry.  Some  of  these 
problems  are: 

1,  The  effect  of  shifting  population  — migratory  workers. 

2,  The  impact  of  drastic  changes  in  purchasing  power, 

3,  The  special  consideration  of  small  retailers  rho  furnish  extra 
services  and  •conveniences, 

U«  The  impact  of  promotional  activities  of  agricultural  industry 
- - groups , 
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III  © Buying;s  Selling  and  Pricing  Practices 

The  trade  generally  considers  this  area  of  activities  as  the  art  of 
merchandising©  It  is  here  that  many  costs  are  incurred  for  the  purpose 
of  creating  a demand  for  a particular t item  in  a particular  store©  A 
variety  of  interrelated  devices  are  used  with  very  little  knowledge  avail- 
able of  the  effectiveness  of  any  of  them.  That  knowledge  which  is  available 
is  usually  highly  colored  by  manufacturers  and  processors  in  favor  of  a 
particular  products 

In  this  general  problem  area,  a number  of  lines  of  research  are  suggested 
as  illustrative  of  where  the  objective  of  increasing  grower  returns  may 
be  attained: 

At  Development  of  wholesaler-re  taller  relationships  which  mil  decrease 
the  costs  of  distribution  through  more  integration  of  the  two 
'functions*' 

B©  Pricing  the  individual  store  items  to  maximize  sales  and  to  reflect 
cost  of  operation  including  an  evaluation  of  the  use  of  special  sales, 
lost  leader  selling,  and  multiple  pricing* 

Cs  Evaluation  of  promotional  advertising  display,  and  point  of  sale 
material  and  activities*  ; 


D,  Determination  of  consumer  desires  and  need§.  for  the  purpose  of  guiding 
management  in  store  operation,  merchandising  programs,  and  furnishing 
consumer  services^ • . 

E*  Development  and  evaluation  of  such  merchandising  devices,  as  prepack- 
aging of  meat,  self-service  produce,  and  multiple-unit  selling* 

Fc  Study  of  the  pricing  mechanism  as  it  impinges  at  the  point  where  the 
consumer  makes  his  purchases*.  This  would • include  such  topics  as 

1.  Impact  cf  changes  in  national  purchasing  power,  volume  of  sales, 
quality,  r etail  prices,  and  so  on,  upon  prices  received  by 
producers  of  a commodity 3 

2*  Competition  (i„e©,  substitution)  among  different  food. items  for  the 
consumer's  food  dollar ; ...  . 

3*  Intra-seasonal  shifts  in  demand,  particularly  for  seasonal  products j 

UV  Interrelationships  between  retail  margins-  and  costs  for  different 
products,  . . 

Cj«  Study  of  spoilage  losses  and  hoar  they  can  be  reduced,  within  the 
framework  of  profit  maximization* 
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IV.  Impact  of  Technological  Developments 

Technological  developments  affecting  the  retailing  of  farm  products 
may  be  classified  as:  (a)  cost  reducing  innovations,  (b)  quality 

maintaining  innovations,  and  (c)  creation  of  new  products  and 
convenience  innovations, 

belf -service  retailing  is  an  example  of  a cost  reducing  innovation. 

It  is  desirable  that  research  be  continue d which  leads  to  increased 
retailing  efficiency  through  reduced  labor  requirements  — the 
largest  single  operational  cost  factor  in  retail  stores. 

The  development  of  frozen  foods  represents  an  innovation  making 
fresh  quality  in  perishable  products  of  a seasonal  nature  available 
to  consumers  over  a longer  period  of  time.  Additional  research  is 
needed  to  evaluate  the  possibilities  of  increasing  grower  returns 
through  converting  perishable  items  into  storable  products  by  freezing 
them. 

The  development  of  dry  skim  milk,  condensed  milk,  and  imitation  ice 
cream  represents  new  products  which  directly  affect  the  normal  pat- 
tern of  retailing  dairy  products.  Research  is  needed  to  evaluate 
their  effect  upon  returns  to  milk  producers.  The  development  of  new 
packaging  materials  which  makes  possible  the  retailing  of  food  products 
in  more  convenient  form  may  or  may  not  lead  to  reduced  marketing  costs. 
In  most  cases,  the  addition  of  convenience  innovations  has  increased 
marketing  costs.  Further  research  is  needed  on  the  development  of  new 
■ products  which  lead  to  the  expansion  of  markets  especially  where  pro- 
duction is  in  excess  of  demand  at  profitable  prices, 

V.  Institutional  Factors 


Operations  of  individual  stores  and  of  the  whole  retailing  industry  are 
conditioned  by  various  institutional  factors.  These  have  an  impact 
upon  sales  and  prices  to  consumers  and  hence  upon  sales  and  returns 
to  growers.  Some  problems  in  this  area  have  generated  considerable 
discussion  and  controversy.  Actual  research,  however,  has  not  been 
extensive. 

An  example  is  the  legal  restrictions  upon  sales  or  prices  for  individual 
products*  No  sooner  were  the  obstacles  to  the  free  sale  of  margarine 
removed  than  the  same  technique  has  been  advanced  with  respect  to 
imitation  ice  cream.  What  is.  the  impact  upon  consumer , middlemen, 
the  dairy  industry  and  other  segments  of  agriculture?  Not  only  have 
ceilings  been  imposed  during  half  of  the  last  dozen  years,  but  mini- 
mum prices  for  wines,  milk,  and  other  commodities  are  being  set. 

Are  these  administered  prices  set  to  reduce  margins  or  to  permit 
distribution  through  outlets  with  high  costs?  How  do  "they  react  on 
demand  at  the  farm  level? 
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A few  other  factors  of  an  institutional  nature  which  are  of  concern 
to  researchers  in  agricultural  marketing  as  they  strive  to  under** 
stand,  explain,  and  improve  the  farmer *s  share  of  the  consumer  *s 
dollar  are: 

A*  What  is  the  impact  of  regulation  over  health  and  sanitary 

conditions . (e#g*,  in  fluid  milk),  over  shopping  days  and  hours _ • 
(e,g,,  in  neat),  and  over  truck  movement  (e*gc,  over  state  lines)? 

Br.  How  do  union  activities  with  respect  to  jurisdicational  rights, 
to  packaging,  and  to  featherbedding  requirements  influence  the 
situation? 

C9  Are  present  product  standards  and  grades  suitable  or  should  they 
be  considerably  modified  in  certain  cases  and  be  extended  to  the 
consumer  level?  If  so,  what  are  the  economic  considerations  and 
effects? 

D5  What  is  the  feasibility  of  extending  market  news  and  outlook 
. services  to  the  retail  level? 

Ec  How  do  national, social,  religious,  and  racial  customs  and 
holidays  fit  into  the  picture,  and  what,  if  any  tiling,  can  be 
done  to  take  advantage  of  them? 

F0  Do  the  special  problems  of- different  retail  groups  have  reper-  • 
cussions  affecting  the  farm  community? 


Service  Program  in  lietailing 

This  area  is  one  in  which  an  overlapping  of  interests  can  develop  because 
of  the  lack  of  clear-cut  lines  of  operational  jurisdiction.  It  requires 
a complete  understanding  of  objectives  in  its  execution  and  a close - 
cooperation  between  administration  and  workers  of  various  agencies  and 
those  in  the  field® 

I»  Retail  and  Wholesale  Ifarket  News 

A0  Price  reporting  of  wholesale  and  retail  prices.  The  information 
would  be  used  for  operational  purposes  by  the  retailer  and  not 
as  basic  material  for  statistical  objectives,  A more  extensive 
program  of  dissemination  than  the  usual  market  news  dealing  with 
wholesale  and  shipping  point  price's  would  be  needed0 

In  determining  whether  or  not  a program  of  this  character  is  to 
be  developed,  it  should  be  borne  in  mind  that  retail  prices  and 
margins  vary  considerably  more  than  do  wholesale  prices  and 
margins.  Retail  price  reporting  could  conceivably  affect  these 
relationships  and  also  the  returns  to  the  producer,,  Any  such 
effects  on  the  efficiency  of  the  price-making  mechanism  need  to 
be  evaluated. 
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B*  Reports  on  supply  outlook*  This  is  concerned  with  individual 
commodities  especially  perishable  ones.  It  would  attempt  to 
assist  the  retailer  by  furnishing  him  with  probable  beginning 
and  ending  shipping  dates } quality,  and  quantity  of  supplies 
and  other  information  of  this  nature* 

II*  Grades  and  Standards  - A service  program  to  interpret  consumer  grades 

and  standards  to  retail' personnel.  This  is  now  being  done  in  some  states, 

III*  Service  to  firms  on  an  individual  basis  - This  would  relate  to  industrial 
engineering  types  of  service* 

A.  At  present,  this  service  is  being  performed  by: 

1.  Trade  associations 
2*  Store  equipment  distributors 

3,  Research  workers  who  have  performed  research  in  :retail 
stores  and  are  returning  the  results  of  their  research. 

In  this  type  of  service  it  is  especially  important  that  administrators 
decide  whether  or  not  adequate  service  is  being  provided  already  by 
existing  institutions,  both  private  and  public. 

IV*  Promoting  the  sale  of  food  products 

A.  Such  programs  are  now  being  handled  along  commodity  lines  by 
state  departments  of  agriculture  through  marketing  orders  and 
and  agreements,  by  state  advertising  commissions,  and  through 
programs  financed  by  other  means* 

B.  Further  assistance  might  be  offered  to  retailers  in  determining 
■what  products  should  be  promoted  and  how  the  promotional  program 
could  best  be  conducted* 

C.  A program  in  this  area  raises  fundamental  questions  relative  .to 
its  desirability  such  as: 

1,  Does  it  promote  additional  trade  barriers?  (Example: 
advertising  Wisconsin  versus  Massachusetts  cranberries) 

2*’  Mill  it  have  benefits  to  society  or  does  it  merely  trans- 
fer the  consumer's  purchase  from  one  food  product  to 
another? 

3*  Will  such  a program  pe  rf orm  the  task  of  preventing  a com- 
modity group  from  "going  through  the  wringer"  because  of 
■ a long  supply? 
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Extension  Program  in  Retailing 

The  results  of  marketing  research  in  the  field  of  retailing  may  be  made 
available  by  (a)  teaching  principles  of  retail  organization,  (b)  by 
teaching  facility  planning,  aid  (c)  by  demonstrating  improved  methods 
or  practiceso  Recommendations  which  will  be  developed  from  results  of 
research  under  the  five  headings  of  the  research  program  proposed  for 
retail  studies  can  be  "extended"  to  food  retailers  through  the  most 
appropriate  method  or  combination  of  methods* 

In  ffleJPurpose  - The  purpose  of  an  educational  program  in  retailing  is 
to  furnish  information  and  examples  on  principles,  plans  and 
practices  to  food  retailers  in  order  that  decisions  may  be  made  on 
a program  of  action  to  improve  the  retail  distribution  of  food 
products, 

A,  Contact  with  retailers  to  determine  the  problems  and  need  for 
information  or  assistance  should  be  made  the  first  order  of 
bus in ess e Retail  grocer  associations,  service-wholesalers, 
chambers  of  commerce  and  chain  store  associations  are  organiza- 
tions which  may  cooperate  in  developing  such  a program© 

B*  Development  of  a program  involves  the  analysis  of  the  prob- 
lems, study  of  available  research  materials  and  the  assignment 
of  priorities « 

C0  Intepretation  of  the  results  of  research  from  the  point  of  view 
of  the  retailer  is  a major  activity  in  the  development  of  such 
a program., 

II*  The  Plan  of  Action  - The  plan  of  action  involves  the  choice  of 
media  for  disseminating  the  results  of  researdh©  It  will  vary  with 
■the  groups  to  be  assisted  and  the  types  of  research  results  to  be 
recommended* 

A,  Illustrated  lectures  at  meetings  of  trade  association  or  retail 
groups  have  been  successful  for  introducing  plans  for  facilities 
and  new  practices  or  methods* 

B,  A demonstration  of  the  improved  equipment  and/or  method  of  opera- 
tion under  actual  retail  store  conditions  is  one  cf  the  most 
successful  and  striking  means  of  extending  a proven  and  tested 
result  of  research  to  the  retail  field  of  operations© 

C,  Publications  should  be  available  for  those  retailers  that  are 
interested  in  details  of  research  studies  and  extension  recom- 
mendations* They,  however,  should  be  supplemented  by  publica- 
tion (in  other  media  such  as:  newspapers,  trade  journals, 
magazines,  radio  or  television)  which  will  promote  the  educa- 
tional program  and  stimulate  interest  in  the  recommendations 
and  demonstrations* 
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III.  Who  should  be  assisted  «*  Extension  programs  in  retailing  should  be 
aimed  primarily  at  teaching  the  "teachers"  (those  who  will  carry 
the  information  to  store  personnel).  _ 

. ' s' 

HoweVer,  if  requested,  the  e ^tension  specialist  should  assist  in 
training  personnel  and  must  make  periodic  inspections'  to  determine 
whether  the  recommended  procedures  are  being  followed  for  maximum 
results.  Assistance  on  the  management  level  may  be  given  to  indepen- 
dent grocers,  to  service-wholesalers,  to  trade  associations  or  sub- 
groups and  to  chain  stores  whether  local,  regional  or  national  if 
such  assistance  is  requested. 

IV,  What  should  be  included  - The  results  of  research  studies  will  be 
the  basis  for  most  programs  if  recommendations  are  to  be  made  for 
decisions  by  management,  , . 

A,  Help  in  the  physical  layout  of  facilities  and  demonstrations 
showing  better  handling  practices  can  be  of  considerable 
assistance  to  retailers. 

B,  Training  of  personnel  to  use  facilities  and  practices  developed 
from  research  is  another  illustration  of  what  to  "extend." 

C,  Improved  methods  of  buying,  selling  and  merchandising  could  be 
demonstrated  through  service-wholesalers  to  produce  more  effec- 
tive results, 

D,  Information  and  materials  relating  to  the  business  organization 

of  retail  food  stores,  associations  or  voluntary  groups  may 
include  standardized  records  and  accounting  systems  for  greater 
efficiency  and  improved  inventory  control,  v 

E,  Educational  programs  on  relationships  with  suppliers  may  include 
information  on  the  benefits  to  retailers  in  the.  form  of  services 
and  quality  from  wholesalers  when  the  retailers  demonstrate 
loyalty  in  their  operations* 

V.  Evaluation  of  Activities  - Evaluation  of  educational  programs  and 
plans  of  action  "could  be  based  on  the  question  whether  we  had 
"activity  or  accomplishment."  In  this  new  field,  activities  require 
continuous  review.  As  the  program  unfolds,  accomplishments  being 
obtained  should  be  measured.  Otherwise,  ' the  extension  worker  may 
find  himself  burdened  with  numerous  activities  no  longer  appropriate 
for  handling  urgent  problems  facing  the  retailer. 
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Report  of  Work  Group  D ' 
PRINCIPLES  OF  MARKET  ORGANIZATION 
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R©  Ho  Teal,  Oregon 
Jo  Mo-  Tinley,  'California  ;• 
Eldon  Wittwer^  Nevada 


Summary  of  Discussion  of  Work  Group  D 


The  marketing,  system',  as  a whole,  works  quite  well©  It  has  attained 
its  present*  organisation' as  the  result  of  research,  education,  a nd  regula- 
tion* It  is  characterised  by  a dynamic  nature,  including  constant  changes- 
in  structure,  operating  methods,  and  costs*  Borne  of  these  changes  come 
about  as  a result  of  industry,  research  and  experimentation*  Others  are 
fostered  by  state  and  federal  agencies  as  a result  of  their  own  research 
and  educational  programs©  n: • 

Problems  are  cons tantly  rising  within  the  framework  of  our  present  market 
organisation©  Locations  that  were  once  suitable  for  terminal  markets 
become,  unsuitable  because  of  transportation  difficulties,  congestion, 
shifts  in  population  and  other  factors©  Market  demands  for  individual-  - 
products  change  as  a result  of  the  development  of  substitutes,  new  proces- 
ses, changing  costs  and  the  like©  Agriculture  and  industry  groups  clamor* 
for  assistance  in  working  out  solutions  to  these  and  other  marketing  : 
problems*  Research  tools  are  available  for  working -toward  these  needed 
solutions©  The  answers  to  specific  questions  may  be  clouded,  however, 
by  considerations  of  such  indeterminate  factors  as  welfare,  efficiency,  ■'> 
institutions,  and  imperfect  competition*  * .. 


Improvements  in  market  organization  and  decreases  in  market  costs  are  a 
normal  result  of  our  research  efforts.  - A research  worker  designs  an 
improved  plant,  a cheaper  method,  or  a more  economical  container*  Should 
the  benefits  of  this  decrease  be  passed  back  to  the  producers  in  higher 
prices  at  that- level  or  should  the  consumer  get  the  benefit -through  lower- 
prices*  Economic  theory  teaches  us  that  the  benefits  will  be  divided 
between  the  producer  and  the  consumer  in -accordance  with  the  elasticity, 
of  demand  for  the  product,  and  the  degree' of  competition  among  the  groups 
competing  for  the  consumer’s  payment * Are  our  efforts  equally "fruitful 
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■when  the  consumer  gets  the  benefits  as  when  the  producer’s  position  is 
improved?  It  ^vould  be  difficult  to  justify  a negative  reply® 

There  is  normally  a time  lag  between  the  development  of  a more  effici-f 
ent  plant  or  process  and  its  adoption  by  the  market  agencies*  Ineffici- 
ent milk  routes,  packing  houses,,  and  terminal  markets  persist  long  after 
their  inefficiencies  have  been  revealed*  Should  we  impose  our  will  on 
these  individuals  and  groups  to  force  their  adoption  of  what  we  think 
is  best  for  society? 

Normally  we  must  watit  for  changes  to  be  brought  about  by  economic 
forces©  Competition  and  substitution  are  mighty  forces  on  the  side  of 
efficiency©  The  Extension  Service  and  State  Departments  of  Agriculture 
aid  the  process  by  their  programs  of  education  and  regulation*  In  a 
democracy,  it  is  usually  wiser  to  use  a maximum  of  competition  and  a min- 
imum of  legislation  to  attain  desired  efficiencies©  Economic  theory 
provides  little  or  no  help  in  decisions  of  this  nature* 

Pricing 

Pricing  was  considered  to  be  performed  efficiently  when  currently  estab- 
lished prices  caused  current  production  to  move  to  the  proper  places, 
when  future  production'  is  guided  properly  in  accordance  with  the  buying 
decisions  of  consumers,  and  Then  minimum  costs  and  margins  are  distributed 
to  necessary  marketing  agencies© 

Certain  basic  difficulties  were  recognized  in  this  general  area©  Current 
price  reports  are  inadequate  for  many  products.  Prices  fail  to  reflect 
quality  and  location*  Cost  factors  required  to  evaluate  price  differences 
are  usually  lacking.  In  the  livestock  field,  there  is  a basic  lack  of 
market  price  data  by  grades  as  well  as  a lack  of  data  on  transportation 
and  shrinkage  costs© 

Transportation  quite  frequently  is  a cost  which  varies  by  levels  of 
processing  as  for  grease  and  scoured  wools,  live  animals  and  carcasses, 
and  boxed,  crated  or  bulk  produce© 

Our  current  market  structure  has  developed  as  a result  of  established 
price  and  cost  differentials®  Some  inefficienc  ?es  have  persisted  because 
available  price  data  fail  to  reveal  the  necessary  facts  to  warrant  a 
change©  This  is  particularly  true  for  prices  based  on  the  transporta- 
tion rate  structure©  Current  inefficiencies  may  be  corrected  or  allevi- 
ated by  research  into  existing  price  differentials  or  by  establishing 
price  data  in  areas  currently  poorly  served© 

Closely  allied  with  price  changes  are  demand  elasticities  based  on  known 
price  relationships*  The  need  for  data  on  demand  elasticities  at  variable 
price  levels  for  different  seasons  and  by  geographical  areas  is  tremen- 
dous© Demand  elasticity  changes  with  new  products  such  as  orange  and 
lemon  concentrates,  but  is  still  not  known  for  such. established  products 
as  broilers  or  pork*  Before  market  prices  can  guide  production  effici- 
ently we  will  have  to  speed  our  analysis  of  what  today’s  prices  mean# 


Market  Facilities 


A great  deal  of  progress  has  been  made  in  the  application  of  research 
to  the  development  of  improved  market  facilities  and  the  operation  of 
these  facilities®.  Marketing  researchers  have  borrowed  some  of  their 
theory  from  other  fields©  The  theory  of  the  firm  has  been  lifted  from  . 
the  field  of  production  economics  and  applied  with  great  skill  to  the  . 
marketing  field,'  Cost  curve  analysis  has  .been  a.  useful  tool  in. develop-, 
ing  facilities  with  different  sizes  and  volumes®  ; ; 

Economic  models  have  been  developed  for  most  market  facilities.  Princi- 
ples applicable  to  the  models  are  also  applicable  with  modifications  to 
new  structures  planned  at  other  locations  or "for ' other  commodities® 

Terminal  produce  markets  ..have  been  planned  for  so  many  locations  that 
the  pertinent  engineering  and  economic  theories  are  well  known  and  , 
quickly  applied©  Studies  of  processing  .facilities  or.,  retail- markets  , 
involve  some  .differences  in  the  models  but  the  .same  general  principles 
are  used*  Similarly  preparation  of  a model  livestock  auction  involves' 
the  handling  of  a product  which  lacks  the  stability  of  sacks  or  boxes..  . . 
but  the  research  task  can  still.be  accomplished©  , . ' 

Naturally  new  difficulties  are  faced  in  each  new  field  of  work© 

Innovations  in  processing  methods  force  a blind  approach  to  each  new, 
situation.  Control  over  volume  is  variable 0 Similarly,  management  fluctu- 
ates and.  can  seldom  be  treated  as  a constant©  Frequently,  operators-  of 
market  facilities  are  not  interested...  in  minimum  costs  for  the',  facility  • 
or  for  its  operation®  Prefer ence,  for  overly  expensive  construction, 
excess  capacity*  expensive  machinery  may  influence  construction  or 
operating  costs  without  affecting  the  basic  theories  applicable  to  similar 
structures®.'.  . .*  - . • ,• 

Perfect  Knowledge  •.  ,.- 

•'  • . « * • t*  - - . . 

Pricing  is  based  on  consumer  willingness  to  clear  each,  market. of  . .... 

individual  items  because  of  a given  level  of  effective  demand*  Pricing 
is  variable  because  buyers  have  different  desires  and  imperfect  know-, 
ledge  of  existing  price  differences©  Transportation  costs,  perishability,  : 
consumer  preference.,  and  other  factors  keep  prices  variable® 

Ideally,  consumers  would  be  fully  acquainted  with  the  relative  values 
of  the  products  available  to  them  through  an  accurate  and  current  buyers1 
guide®  This  guide  might  reflect  such  considerations  as  the  relative 
nutritional  value  of  commercial  and  choice  beef,  or  the  comparative  food 
values  of  watermelons  and  turnips© 

The  current  gap  in  knowledge  is  considerable©  Consumers  are  guided 
by  habit,  by  the  recommendations  of  their  friends,  by  price  considerations, 
by  nutritional  data,  and  by  advertising©  Some  worthwhile  products  are 
rejected  while  inferior  products  meet  rdth  flavor©  Advertising  interests 
would  have  us  increase  the  use  of  this  device  as  a means  of  increasing 
our  knowledge©  This  would  be  helpful  if  it  were  keyed  to  inform  father 
than  merely  to  influence  decisions  into  a particular  area* 
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Studies  of  consumer  acceptance  and  consumer  preference  have  been 
inconclusive*  For  example,  studies  in  the  citrus  field  have  not  kept 
up  -with  the  changing  technology*  Advocates  of  consumer  interviewing 
justify  their  position  on  the  basis  of  giving  the  consumer  an  opportun- 
ity to  express  his  desires*  It  is  essential  that  more  be  learned  of 
consumer  wants  through  properly  conceived  experimental  designs*  Since 
producers  will  continue  to  be  motivated  by  their  own  relative  efficien- 
cies in  selecting  production  items,  a combination  of  producer  cost  and 
consumer  demand  data  is  required  to  give  us  any  approximation  .to  perfect 
knowledge*  Prices  will  then  continue  to  serve  as  a guide  for  both  groups* 

Institutional  Barriers 


In  marketing,  as  in  other  fields,  knowledge  and  theory  are  frequently 
far  in  advance  of  practice*  Market  changes  usually  cannot  take  place  with- 
out causing  economic  loss  to  someone*  Antiquated  and  congested  wholesale 
markets  in  some  major  cities  cannot  be  abandoned  readily  in  favor  of 
mote  favorable  locations  because  of  existing  leases  and  related  property 
rights*  A change  in  locztion  represents  a change  in  values  for  all 
interested  parties*  It  is  not  uncommon  for  the  potential  economic  pain 
of  the  minority  to  block  moves  which  are  aimed  at  benefiting  the  majority* 

Regulations  established  by  locak,  state,  or  federal  authorities  to 
protect  the  best  interests  of  the  public  in  one  period  often  become 
stumbling  blocks  to  progress  at  a later  period*  Examples  are  common  in 
the  milk  and  fresh  produce  fields*  A situation  requires  regulation^  it 
establishes  certain  monopoly  rights  in  the  market,  and  these  established 
interests  fight  for  the  maintaining  of  their  monopoly  position* 

Producers  of  wooden  boxes  fight  the  adoption  of  cardboard  containers* 

Burlap  manufacturers  oppose  the  adoption  of  paper  substitutes*  Labor 
unions  oppose  the  adoption  of  certain  types  of  machines  which  require 
less  labor*  Individual  states  oppose  the  introduction  of  competing  prod- 
ucts from  other  states* 

We  must  obtain  and  retain  the  ability  to  see  both  the  good  and  the 
bad  in  any  new  device  or  facility*  It  is  equally  foolish  to  adopt  every- 
thing new  wholeheartedly  or  to  oppose  all  innovations*  Progress  should 
be  expedited  by  the  group  that  is  in  the  best  position  to  know  the  facts* 

It  is  our  responsibility  to  examine  all  pertinent  facts  and  to  take  a 
stand*  . 
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Summary  of  Discussions  of  'Work  Group  S 

Agricultural  marketing  regulatory  activities  -which 
are  applied  through  governmental  authority  or  per- 
mission, and  Which  may  limit  or  modify  the  freedom 
of  action  of  the  individual,  constituted  the  uni~ 
verse  considered  by  Work  Group  S» 

A classification  of  activities  was  developed  by  the  Group  to  clarify  the 
components  and  boundaries  of  the  subject,  to  identify  the  segments  of 
most  interest  to  trie  Group  in  order  to  direct  the  discussions  and  to 
clarify  terminology  applied  to  the  work  under  reviews  The  outline  is 
not  intended  to  be  all  inclusive^  It  is  developed  in  dete.il  only  for 
those  segments  which  the  Group  wished  to  explore  or  to  understand 
better,,  The  classification  of  regulatory  activities  is  as  follows; 

A0  As  to  function  or  purpose „ 

1*  Health  protection  purposes  (human,  animals,  and  plants) 0 

a0  To  prevent  dissemination  of  pathogenic  organisms, 

b0  To  provide  physical  safety,, 

Co  To  insure  against  adulterants  injurious  to  health, 
d.  To  insure  a minimum  nutritional  content  of  foods© 

2m  Economic  purposes. 


a0  Developing  market  stability  by  influencing; 

(1)  Demand 

(2)  Supply 

(3)  Price 
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b,  Redistributing  income  by  means  of: 

(1)  Subsidies 

(2)  Price  supports 

(3)  Price  discrimination  (multiple  pricing). 

(U)  Taxation  arid  'duties 

(5)  Supply  control. 

Co  Influencing  product  quality  — in  the  sense  of  physical 
attributes  of  the  product© 

da  Modifying  trade  practices© 

(1)  Competitive  rules*  e©g«*  prohibition  of  rebates, 
advertising  allowance*  price  filing*  prevention  of 
gifts*  and  auction  rules. 

(2)  To  avoid  fraud  and  deceit, 

(3)  Establishment  of  charges  and  payments 
(U)  Market  allocation 

e.  Promoting  or  retarding  change*  e0g.*  illegality  of  sale  of 

imitation  ice  cream  in  California  in  same  stores  as  ice  cream, 
and  prevention  of  sale  of  milk  in  Iowa  in  gallon  jugs© 

f©  Insuring  dependable  services*  e©g©  licensing*  bonding* 
and  registration. 

g.  Modifying  structure  of  compeition*  e0g0*  cooperative 
u action© 

3©  Security. 

U.  Retaliation. 

Moral  reasons.  , 

B©  As  to  administering  a gency® 

1.  Federal.  . . ' 

2©  State* 

3.  County© 

U®  Municipal. 

C©  As  to  forms  pf  authority 

1.  Statutory, 

2.  Rules  and  regulations. 

3.  Administrative  and  judicial  modifications  * interpretations* 

and  explanations© 


. D,  . As  to  methods  of  implementation  of  statutes, 

1#  Initiation  of  regulations,  rules,  and  orders* 
a„  Indication  of  need* 
b*  Holding  of  public  hearings* 
c©  Finding  of  fact* 
d.  Issuance  of  orders* 

2.  Information  and  research, 

3*  Compliance  requirements* 
a.  Licensing, 
b*  Bonding* 
c*  Record  keeping, 
d.  Reporting  requirements, 
e©  Audits  © 

f©  Inspection  and  certification® 

H©  Enforcement, 
a.  Policing, 
b*  Injunction. 

c«  Civil  and  criminal  penalties e 
d.  Administrative  action© 

After  delineating  the  scope  of  the  discussion  of  the  outline,  it  was 
decided  to  concentrate  discussion  on  (1)  evaluation  of  the  impact  of 
regulatory  activities;  (2)  the  responsibilities  of  various  agencies  in 
promulgation,  continuation,  and  termination;  and  (3)  techniques  for 
operation  of  these  agencies  in  executing  their  responsibilities* 

The  evaluation  of  the  impact  of  regulatory  activities  was  considered© 
This  was  broken  down  into  three  subtopics:  (1)  the  need  for  regulatory 
activity,  (2)  the  appropriate  techniques  which  maybe  utilized  to 
effectuate  change  in  response  to  the  need,  and  (3)  the  expected  conse- 
quences of  the  regulatory  activity© 
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These  evaluations  must  take  place  in  the  initiation  of  regulatory 
programs,  during  the  life  of  the  program,  and  in  considering  the  sus- 
pension or  termination  of  the  regulatory  activity® 

The  Group  indicated  that  need  for  the  activities  could  be  evaluated  on 
the  basis  of  several  fundamental  precepts,  among  them  being: 

1*  Economic  j us tif ic ation » 

2,  Justice* 

3a  Social  v/ell-beingo 
U.  Political  expediencies* 

5.  Enforceability  or  practicability. 

The  Group  agreed  to  recognize  the  existence  of  all  of  these,  and ‘perhaps 
others,  but  confined  its  attention  to  the  concept  of  economic  justifi- 
cation and  economic  measurement  of  the  need  for  regulatory  activities* 

The  Group  further  recognized  that  concepts  based  on  traditional,  ethical, 
or  religious  grounds  tend  to  introduce  bias  and  prejudice,  and  c Dior 
analyses.  Criteria  considred  important  for  economic  evaluatioh  were 
discussed  and  explained  further  by  stipulating  important  assumptions 
which  would  have  to  be  made  in  the  process  of  evaluations® 

Criteria  for  Evaluating  Economic  Justification  of  Regulatory  Activities 

1*  Efficient  use  of  economic  resources# 

Assumes  static:  a.  State  of  technology. 

b . Economic  s true  tur  e » 

Co  Demand  function, 

2.  Economic  welfare  (income  distribution). 

Assumptions:  a#  Declining  marginal  utility  of  individuals 

exist# 

b0  Inter-personal  utility  measurement. 
c8  Income  distribution  independent  of 
other  criteria# 

3 6 Stability. 

<•  _ 

Assumptions:  a«  Stability  independent  of  other 

criteria# 

b.  Some  index  as  a measure  of 

stability,  such  as  income,  product 
supply*  or  price  index* 

U.  Economic  progress# 

Assumptions:  a®  A goal  of  progress  can  be  identified® 

b®  Indexes  of  progress  can  be  formulated. 
c»  Progress  is  independent  of  other 
, criteria* 
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3*  Business  structures. 

Assumptions:  a*  The  utility  of  each  type  of  structure 

to  society® 

b«  The  effect  of  business  structures  on 
other  goals  a 

6,  Economic  freedom® 

Assumptions:  a®  That  maximum  individual  freedom  is  a 

desirable  social  goal  in  itself® 
b„  That  individual  decisions  lead  to 
greater  efficiency® 

As  an  example  of  the  procedure  involved  in  initiating,  developing  and 
evaluating  a commodity  regulation,  the  California  Milk  Marketing  Law  was 
discussed  by  the  Chief  of  the  California  Bureau  of  Milk  Control®  The 
initial  expression  of  need,  the  process  of  petitioning  for  price  control 
orders,  the  determination  of  market  information,  the  hearing,  the  find- 
ings relative  to  the  need  for  such  orders,  and  the  issuance  of  the  orders 
were  described®  This  was  followed  by  a discussion  of  lawsuits  challenging 
milk  pricing  orders  for  one  marketing  area0  This  served  as  an  illustration 
of  There  a lack  of  research  facts  weakened  the  legal  foundations  of  this 
order o 

Responsibilities  of  the  various  agencies  was  the  next  major  topic  for 
discussion.  The  public’ agencies  concerned  with  regulatory  decision  are 
(1)  the  research  agency,  (2)  the  extension  service,  (3)  the  service 
departments,  and  (U)  regulatory  organisations® 

Research  agencies  should  accept  responsibility  for  analyzing  the 
desirability  of  introducing,  amending  or  modifying,  and  eliminating 
regulatory  activities*  Such  inquiry  may  be  instigated  ty  a regulatory 
agency,  by  an  extension  service,  by  industry,  farm,  consumer,  or  other 
groups  as  well  as  by  the  research  agency  itself®  Research  agencies  should, 
therefore,  be  prepared  to  conduct  inquiries  sought  by  administrative 
agencies  as  well  as  inquiries  oriented  to  relatively  basic  regulatory 
policy. 

Policy  research  should  be  oriented  toward  one  or  more  of  the  fundamental 
precepts  outlined  above  as  evaluation  criteria,  and  with  a specific  group 
or  groups  of  society  in  mind  as  the  agency  to  implement  research  results® 

A serious  difficulty  sometimes  occurs  in  the  maintenance  of  objectivity 
by  the  investigator®  Biases  inherent  in  the  selection  of  criteria  and 
the  background  of  the  investigator  should  be  made  as  explicit  as  possible 
in  the  research  reports. 

The  extension  service  responsibility  regarding  agricultural  regulatory 
activity  is  to  bring  to  the  attention  of  regulatory,  service,  and  research 
agencies  problems  encountered  in  the  field  which  may  need  clarification, 
either  through  technical  advice  or  research  as  may  be  deemed  necessary, 
and  to  assist  all  segments  of  the  industry  to  reach  a better  understand- 
ing of  marketing  problems  and  to  present  factual  information  regarding 
proposed  and  established  market  regulations  and  controls* 
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The  primary  responsibility  of  regulatory  agencies  is  to  administer  the 
law  by  ascertaining  need  for  regulation,  assembling  findings  of  fact, 
devising  methods,  holding  public  hearings,  issuing  appropriate  rules  or 
regulations,  and  aiding  in  the  enforcement  thereof0  This  responsibil- 
ity is  considered  to  be  pursuant  to  and  within  the  authorisations  of  the 
law® 

Studies,  surveys,  and  analyses  must  be  performed  by  or  for  a regulatory 
agency  to  conduct  properly  many  of  its  functions,  such  as  determining 
the  need  for  authorized  regulation;  drafting  the  terms;  establishing  the 
standards,  tolerances,  or  measurements  of  compliance;  enforcing  the 
requirments;  and  amending  the  terms  to  facilitate  the  operations  or  the 
attainment  of  the  objectives  of  regulation® 

Responsibilities  of  regulatory  agencies  in  studying  or  influencing 
policies  outside  those  pertaining  to  administration  as  such  are  less 
clearly,  defined®  Even  though  the  agency  might  be  regarded  as  the  most 
authoritative  source  of  information  on  some  aspects  of  regulation  and 
should  be  prepared  to  respond  to  requests  for  such  information,  Research 
on  legislative  or  public  policy  pertaining  to  such  legislation  is  regarded 
as  outside  the  province  of  a r egulatory  unit® 

Any  conscientious  regulatory  agency  feels  a keen  responsibility  for  attain- 
ing the  objectives  of  regulatory  programs  by  working  with  the  market 
participants  to  improve  their  functions  without  relying  solely  on  the 
enforcement  of  regulations®  Moreover,  their  intimate  contacts  with  market 
operations  and  operators  offer  opportunity  for  constructive  service® 
Preventive  rather  than  corrective  action  is  -regarded  as  a responsibility 
of  the  agency  and  this  leads  to  service  activities  accompanying  regulatory 
activities* 

Such  service  involves  several  types  of  activities  including  short-run 
problems  of  aiding  industries  in  handling  -problems  of  emergency  such  as 
the  disposition  of  temporary  crop  surpluses  in  local  areas  and  the  con- 
tinuous provision  of  market  information  designed  to  help  marketers  to 
anticipate  or  keep  abreast  of  market  developments  so  they  can  . better  cope 
with  them® 

It  was  recognized  that  regulatory  activities  are  fundamentally  designed  to 
facilitate  or  promote  trade,  but  that  they  frequently  accomplish  this  through 
restrictive  measures  imposed  on  individuals,  firms,  and  groups®  From 
historical  experience,  the  more  complex  the  society  or  commerce  with  its 
attendant  specialization  and  greater  interdependence  of  groups,  the  more 
regulatory  activities  are, demanded  to  assure  uninterrupted  trade  which 
is  essential,  in  marketing  agricultural  products#  VJhile  recognizing  this 
trend,  each  proposed  regulatory  device,  as  well  as  existing  regulations, 
should  be  carefully  evaluated  on  the  basis  of  the  criteria  presented 
in  this  report  in  order  that  the  public  interest  be  served® 
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Summary  of  Discussions  of  Work  Group 

Broadly  classified,  marketing  includes  the  assembly  of  farm  products, 
their  processing  and  packing,  transportation,  terminal  market  operations, 
and  Wholesale  and  retail  distribution*  Each  phase  is  itself  a process 
within  which  there  are  many  operational  components  or  "stages*"  Exper- 
ience indicates  that  similar  types  of  jobs  are  performed  in  all  phases 
of  marketing*  This  leads  to  the  presumption  that,  if  marketing  research 
is  analytical,  the  methods  of  study  — and  frequently  the  results  — in 
one  phase  may  be  applicable  in  other  phases*  The  possibility  of  devel- 
oping an  innovation  of  sweeping  and  revolutionary  character  that  results 
in  major  cost  reduction.  Changes  of  this  sort,  however,  are  rare*  More 
commonly,  we  may  expect  long-run  improvements  to  consist  of  the  aggregate 
effect  of  numerous  small  improvements  in  the  individual  stages  of  dif- 
ferent phases  of  marketing*  Whether  the  outlook  is  for  an  unspectacular 
accumulation  of  small  improvements  in  various  stages  or  is  for  major 
innovation,  a sound  approach  requires  that  research  methods  and  the 
presentation  of  results  be  designed  to  shear  the  extent  to  v,hieh  costs 
and  output  in  individual  stages  are  affected  by  changes  in  method*  This 
procedure  should  also  be  extended  to  show  the  impact  of  changes  in 
technique  in  any  stage  on  total  costs  in  a given  process,  on  costs  in  a 
production  area,  or  in  an  entire  industry© 


Relationships  of  this  sort  do  not  stand  out  from  masses  of  data  but  are 
developed  with  the  aid  of  very  carefully  formed  theories  and  hypotheses* 
It  is  important  that  the  formulation  of  a theoretical  framework  precede 
any  research  for  the  theoretical  concept  will  affect  the  types  of  data 
collected,  the  conclusions  drawn,  and,  in  general,  the  design  of  the 
experiment*  While  it  is  not  possible  to  present  a theory  for  marketing 
efficiency  research  in  this  paper,  several  theoretical  concepts  may  be 
noted* 
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Theoretical  Concepts 

A theoretical  framework  for  studies  of  efficiency  in  the  production  of 
marketing  services  can  be  developed  by  elaboration  of  the  conventional 
theory  of  the  firm#  This  involves  introduction  of  the  following  ideas: 

(1)  production  processes  actually  involve  many  separate  operations,  or 
"stages/*  in  contrast  with  the  single  stage  processes  usually  assumed^ 

(2)  the  rate  of  output  may  be  varied  by  multiplying  the  number  of  identi- 
cal production  units  employedj  and'  (3)  because  rates  of  production  do 
not  always  correspond  directly  to  rates  of  consumption,  or  sale,  total 
output  for  any  period  commonly  is  varied  by  changing  hours  of  operation 
per  time  peri  ode 

Expansion  of  output  through  time,  with  constant  rate  of  input  for  each 
factor  of  production,  results  in  linear  input-output  relationships 
rather  than  the  curvilinear  functions  that  reflect  the  diminishing 
returns  resulting  from  intensification  on  fixed  factors  of  production* 
Similarly,  linear  functions  vri.ll  be  found  where  output  is  expanded  by 
varying  the  number  of  identical  factors  without  intensifying  on  the. 
use  of  any  of  these  individual  units 0 

Cost  functions  developed  within  the  above  framework,  will  be  continuous 
in  the  time  dimensions  but  discontinuous  in  terms  of  rates  of  output 
in  contrast  with  the  continuous  functions  of  conventional  theory#  More- 
over, the  nature  of  many  inputs  limits  the  substitution  possibilities 
among  production  services  in  the  short  run*  For  example,  labor  is  not 
substituted  for  mechanical  power  in  the  short  run  nor  can  labor  be 
substituted  for  energy  required  in  process  heating  or  cooling# 

When  production  processes  are  visualized  as  consisting  of  numerous 
separate  stages,  the  development  of  a long-run  cost,  or  "planning 
function"  — commonly  described  as  an  "economics  of  scale  curve"  — 
becomes  a problem  of  integrating  the  alternative  methods  of  operations 
available  at  each  stage  so  as  to  obtain  minimum  production  costs  at  any 
rate  of  outputo  Each  point  on  the  long-run  cost  curve  defines  a plant  ”■ 
representing  a specified  set' of  equipment,  unit s,  buildings,  and 
organization# 

Another  pertinent  aspect  of  production  theory  is  that  in  the  long  run 
all  factors  are  variables  While  this  could  also  be  true  for  the  short 
run,  it  rarely  is  so  because  every  process  involves  durable  goods  that 
are  fully  consumed  only  through  use  in  several  different  production  * 
periods*  Once  durable  factors  are  purchased,  these  elements  become 
fixed#  In  fact,  we  might  say  that  we  have  a "plant"  as  soon  as  rone  or 
more  factors  in  a production  process  are  fixed#  Thus  defined,  a "plant" 
may  be  canning  or  packing  plant,  a terminal  market,  an  auction,  a 
retail  milk  delivery  route,  or  a harvesting  and  assembly  process# 
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Vtfhat  Kind  of  Study  is  Required? 

From  a recognition  of  the  stage  organization  of  production  processes, 
it  follows  that  aggregate  cost  studies. may  reveal  little  with  regard  to 
the  effect  on  costs  and  efficiency  of  variations  in  individual  stage 
techniques.  This  puts  an  especial  burden  on  accounting  cost  studies 
because  accounting  records  alone  often  are  not  detailed  enough  to  permit 
cost  allocations  to  particular  plant  stages.  Moreover,  it  is  difficult 
to  establish  meaningful  relationships  between  allocated  costs  for 
particular  stages  and  rates  of  outputs  there  are  usually  significant 
variations  between  prices  paid  in  different  plants  for  variable  factors 
purchased  in  a given  period  and  in  prices  paid  for  durables  purchased 
in  different  periods c 

Some  of  the  difficulties  in  purely  accounting  studies  can  be  overcome, 
at  least  -in  part,  by  direct  observation  and  measurement  of  particular 
plant  operations  and  by  the  use  of  physical  reference  data  from  engineer- 
ing* Depending  on  the  nature  of  the  problem,  the  types  of  data  available, 
and  the  objectives  of  the  study,  this  may  involve  a heavy  reliance  on 
engineering  data,  or  engineering  data  may  be  used  only  to  supplement  and 
"rationalize'1  accounting  record  data* 

Another  consideration  is  the  need  or  desire  for  innovation.  If  new 
methods  are  the  goal,  rather  than  improved  organization  with  existing 
techniques,  the  most  essential  ingredient  is  an  idea.  This  involves 
asking  a series  of  pertinent  questions  about  every  process  and  operation. 
We  need  to  ask:  What  is  done?  How  is  it  done?  Gan  it  be  done  more 
cheaply  or  better?  Is  it  necessary?  and  can  the  several  different 
operations  be  better  coordinated?  Many  of  the  most  successful  innova- 
tors ask  these  questions  intuitively.  With  such  persons  change  often 
comes  by  hunch  or  by  accidents  While  engineers  and  economists  must  be 
alert  to  such  possibilities,  their  special  joint  talents  lie  in  the  use 
of  systematic  tools  for  job  and  process  analysis  and  measurement,  for 
machine  and  process  design,  and  for  cost  analysis© 

Engineering  Methods  for  Estimating  Physical  Inputs  and  Costs 

In  research  which  seeks  to  improve  efficiency  through  innovation  or 
through  careful  analysis  of  the  possibilities  in  better  organization  of 
existing,  or  potential,  stage  techniques  in  an  integrated  plant,  numerous 
engineering  tools  will  be  found  useful.  These  include  the  following: 

Descriptive  Data  — A detailed  analysis  of  stage  and  plant  operations  re- 
quires descriptive  information  regarding  the  nature  of  the  process,  the 
sequential  relation  between  different  operations,  Hi  e work  methods  on 
individual  jobs,  and  plant  layout  and  process  "flow".  This  may  involve 
the  preparation  of  floor  plans  and  process  flow  charts  and  detailed 
descriptions  of  the  number  of  personnel  on  various  jobs  and  the  opera- 
tions performed  by  each  worker©  Such  data  are  useful  in  connection  with 
engineering  studies  of  work  methods  and  plant  organization  and  in  analyses 
. of  accounting  records. 
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Work  Measurement  - Engineering  methods  of  work  measurement  are  designed 
to  provide  analytical  data  for  use  in  work  methods  improvement  and  in 
establishing;  standard  production  rates  for  each  operational  component 
of  the  plant  process®  . Of  the  numerous  procedures  available,  the  follow- 
ing are  noted: 

Time  study  vhich  involves  a stop-watch  measurement  of  unit  time 
requirements  per  production  unit  on  a particular  job  or  measure- 
ment of  time  requirements  for  elements  of  operation®  It  is 
especially  applicable  to  jobs  involving  repetitive  operations® 

Production  study  which  is  essentially  a time  study  modified  for  ap- 
plication to  joiss  that  contain  many  irregular  elements  or  on  which 
the  cycle  time  per  production  unit  is  long 0 The  s tudy  consists  of 
a time  log  of  events  occurring  on  a particular  job,  plus  a record 
of  output  for  the  study  period®  By  sorting  the  separate  chrono- 
logical observations  into  like  groups,  unit  time  requirements  for 
each  operation  can  be  obtained® 

Work  sampling  (frequently  called  ratio  delay)  which  is  a sampling 
procedure  based  on  instantaneous,  "flash"  observations  of  the 
operational  status  of  a machine  or  worker®  These  observations 
form  the  basis  for  estimates  of  the  proportions  of  the  observed 
production  period  that  are  spent  actually  working  or  in  performing 
particular  operational  elements®  Such  proportions  applied  to  the 
total  elapsed’  time  and  output  for  the  observed  production  period 
yield  estimates  of  the  proportion  of  delay  time  and  of  the  net 
working  time  per  operational  element  or  per  production  unit0 

Standard  data  which  consist  of  a micromotion  technique  that  can  be 
used  to  ^estimate  standard  labor  requirements  without  direct  measure- 
ment® It  requires  a detailed  — in  fact,  a minute  — description 
. of  each  operation  and  manipulation  involved  in  a job®  Standard 
time  requirements  for  these  microelements  are  then  taken  from  motion 
and  time  tables®  The  sum  of  such  microelement  times  is  the  estimated 
standard  time, for  the  job© 

Estimating  Non-labor  Variable  Costs  — The  operation  of  plant  equipment 
involves  variable  inputs  other  than  labor®  Obvious  examples  are  fuel  or 
electric  power®  An  analysis  of  plant  operations  by  separate  stages 
requires  that  the  physical  quantitiies  and  costs  of  such  inputs  in  rela- 
tion to  rate  of  output  be  determined  for  each  stage*  Plant  accounting 
records  rarely  yield  such  data,  and  these  relationships  must  be  developed 
by  other  means®  In  some  instances  a direct  measure  of  rate  of  input 
may  be  possible®  Electric  power  requirements,  for  Example,  may  be  ■ 
measured  directly  with  a watt-hour  meter  or  with  a portable  "clamp  on" 
ammeter  and  these  measures  of  physical  requirements  converted  to  costs* 

Jn  instances  Yrhere  direct  measurement  is  not  possible  or  Is  not  conven- 
ient, energy  requirements  may  be  synthesized  from  standard  engineering 
reference  data,  and  from  such  estimates  machine  capacities  and  variable 
operating  costs  may  be  computed®  Problems  to  which  this  procedure  might 
be  applied  include  process  heating  or  cooling,  pumping  process  fluids, 
and  mechanical  elevation  of  materials* 
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Estimating  Costs  of  Durables  — Many  factors  of  production  are  not 
fully  consumed  £n~a  single  production  period*  In  some  processes  the 
costs  of  such  durables  constitute  a large  proportion  of  total  produc- 
tion costs0  Even  in  processes  in  which  the  costs  of  durables  are 
relatively  small,  they  may  be  a decisive  factor  in  the  selection  of 
stage  techniques  inconsistent  with  efficient  plant  organisation#  Two 
objectives  should  guide  the  preparation  of  estimates  of  durable  costs# 
For  comparison  of  costs  vdth  different  work  methods  and  equipment,  the 
estimates  must  be  standardized  as  to  the  quantities  of  physical  plant 
required  in  relation  to  rate  of  output  and  as  to  level  of  prices#  In 
addition,  the  cost  estimate  should  provide  as  useful  a basis  as  pos- 
sible for  estimating  expected  costs  over  the  use  life  of  the  equipments 
These  objectives  seem  to  be  met  most  satisfactorily  by  engineering 
estimates  of  current  replacement  costs#  This  involves  the  use  of  pro- 
duction standards  developed  from  work  measurement  studies  for  the 
various  plant  stages  to  construct  standards  as  to  the  physical  quanti- 
ties of  equipment  and  buildings  required  in  each  stage  and  for  the 
entire  plant  in  relation  to  rate  of  output*  Based  on  these  standards, 
engineering  estimates  may  be  prepared  of  the  quantities  and  and  costs  of 
equipment  and  of  construction  materials  and  labor  required  to  provide 
buildings  and  other  durable  factors© 

The  real  costs  of  durables  can  be  determined  only  by  an  accounting  of 
all  costs  actually  incurred  throughout  their  use  life#  For  analytical 
purposes,  however,  this  historical  record  is  not  satisfactory*  A 
forecast  is  required  of  expected  costs#  To  put  the  costs  for  durable 
factors  of  varying  use  life  on  a comparable  basis,  these  forecasts 
usually  are  computed  in  terms  of  expected  average  animal  costs©  This 
usually  i£  done  by  applying  a percentage  to  the  current  replacement 
cost  which  reflects  a best  estimate  of  expected  future  annual  costs 
on  the  investment  for  interest,  taxes,  insurance,  fixed  repair  expense, 
and  depreciation-  Buch  estimates  obviously  are  subject  to  risk  and 
uncertainty.  Borne  of  the  risk  elements  are  incurable,  and  this  might 
serve  to  reduce  the  variation  in  particular  cases  between  expected  and 
realized  costs#  However,  there  are  no  available  means  for  resolving 
uncertainties  as  to  the  physical  use  life  of  durable  factors  as  to 
their  technological  use  life  as  affected  by  innovations  in  production 
techniques  or  product  rr  as  to  future  trends  in  prices* 

These  elements  of  uncertainty  have  led  to 'differing  views  as  to  evalu- 
ation of  expected  average  annual  costs©  One  view  is  that  investment 
should  hear' an  average  charge  only  sufficient  to  maintain  the  industry* 
In  contrast,  some  businessmen  and  cost  analysts  follow  a n thumb  rule" 
that  investment  should  not  be  undertaken  unless  it  can  be  completely 
recovered  in  a short  period,  say,  3-5  years©  This  investment  rule  is 
not  a good  indicator  of  expected  costs  for  it  is  heavily  weighted  with 
the  expectations  and  alternative  profit  opportunities  of  individual 
firms.  This  fault  may  be  objectionable  on  definitional  grounds,  but 
of  more  importance  is  the  fact  that,  by  obscuring  the  cost  picture  at 
each  stage  of  plant  operation,  such  rules  may  seriously  bias  the  process 
of  technical  planning  for  efficiency*  It  seems  appropriate  to  attempt 


a best  estimate  of  expected  costs  and  to  make  the  entrepreneur  *s  evalu- 
ation of  the  investment  problem  a separate  matter# 

Stage  and  Plant  Cost  Functions 

A key  element  in  studies  of  plant  efficiency  is  the  development  of 
cost  functions  for  the  separate  plant  stages®  The  initial  step  in  this 
process  is  to  develop  standards  of  output  and  equipment  requirements 
for  each  operational  components,  These  standards  are  obtained  by  ' ' 

synthesis  which  makes  use  of  the  results  of  work  measurement  studies, 
of.  .analyses  of  plant  accounting  records,  or  of  joint  analyses  of  these 
.two  types  of  data*  On  the  basis  of  these  standards,  estimates  of 
average  annual  fixed  costs  and  of  variable  costs  per  hour  are  obtained 
for  each  component©  The  aggregate  of  the  fixed  and  variable'  costs  for 
each  component  operation  yields  a stage  cost  function  that  relates 
average  annual  fixed  costs  per  year  and  variable  costs  per  hour  to 
rate  of  output, 
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Depending  on  the  objectives  of  the  study,  the  production  standards  used 
in  developing  stage  cost  functions  may  be  designed  to  reflect  either 
the  average  performance  observed  in  the  work  measurement  studies  or  an 
"efficiency  standard"  that  exceeds  the  average  rate  of  performance*  An 
"efficiency  standard"  represents  the  level  of  sustained  performance  that 
could  be  expected  under  conditions  of  efficient  operation  but  not 
necessarily  a peak  observed  rate0  Its  use  is  appropriate  in  studies 
of  plant  . efficiency  in  which  it  is  desired  to  determine  the  relative 
efficiency  of  several  different  methods  of  performing  the  operations  in 
a given  plant  stage  or  in  the  development  of  long-run  plant  cost  curves# 
The  use  of  an  "average  performance"  criterion  is  appropriate  in  studies 
which  may  form  the  basis  for  margin  or  .price  regulation,  for  example, 
studies  in  markets  under  price  regulation  of  the  costs  of  store  delivery 
of  milk  in  relation  to  volume  per  stop. 

Plant  operations’  have  been  visualized  as  consisting  of  numerous  stages 
with  the  possibility  of  choice  between  several  methods  within  each 
stage  and  with  many  different  possible  combinations  of  separate  stage 
methods  to  form  numerous  variations  in  plant  organization*  The  develop- 
ment of  a long-run  plant  cost  curve  consists  of  finding  the  combination 
of  stage  methods  at  each  rate  of  output  that  results  in  least  total 
plant  cost*  Conceptually,  this  process  of  selection  and  aggregation  is 
simple,  although  practically  it  may  become  quite  complicated  because 
of  the  possible  interrelations  among  the  various  stages  and  the  discon- 
tinuities in  the  separate  cost  functions#  In  some  instances,  the 
technique  of  linear  programing  might  be  used  to  facilit;  te  this  pro-, 
cess  of  selecting  optimum  combinations# 

A sample  result  of  the  synthesis  of  a long-run  cost  function  for 
California  pear  packing  plant  is  given  in  Figures  1 and  2#  Both 
diagrams  give  long-run  season  costs  in  relation  to  rate  of  output  for 
a specified  proportion  of  packed  and  cannery  fruit  and  for  several ' 
different  lengths  of  operating  season#  Figure  1 illustrates  a step 
in  the  development  of  the  final  long-run  function.  It  will  be  • 
recalled  that  the  various  stage  cost  functions  tend  to  be  discontinuous 


and,  therefore*  the  total  cost  function  also  vri.ll  be  discontinuous,, 
multiplied  many  times » This  creates  a practical  problem  in  computing 
-the  total  cost  function.  To  avoid  excess  calculations * costs  were 
computed  for  discrete  but  closely  spaced  points.  These  are  the  points 
plotted  in  Figure  10  Eniooth  functions  are  fitted  to  these  points  and 
give  a very  close  approximation  to  the  actual  discontinuous  total  cost 
function,, 

Similar,  computations  were  carried  out  for  other  proportions  of  packed 
and  cannery  fruit c Consistent  relations  were  noted  among  these  separ- 
ate scatters  which  permitted  the  long-run  total  cost  function  to  be  , 
represented  by  a single  multivariable  equation0  A final  mathematical 
appreciation  is  given  by  the  expression  ■ . 

C - 2*766  ❖ 16E  ♦ U38V  + 3221  n * 5,23V. H t 1,56VPH 
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where  C is  the  total  cost  per  season*  H represents  hours  of  operation  . 
per  season*  V is  the  rate  of  output  of  packed  fruit  per  hour  in  1*000 
pounds*'  and  Vq  is  the  rate  of  output  of  packed  and  cannery  fruit 0 The 
correlation  coefficient  for  this  regression  is  *9992 2c.a/ 

This  function  is  represented  in  average  terns  in  Figure  2 for  a speci- 
fied! proportion  of  packed  and  cannery  fruit  and  for  several  lengths 
of  season*  In  this  form*  the  curves  suggest  the  economies  that  may 
be  associated  with  large-scale  production.  This  is  an  important  result 
of  studies  of  internal  plant  efficiency  and  an  essential  component 
of  studies  of  area  and  industry  organization® 

•Evaluation 

Engineering  methods  of  work  measurement  and  cost  syntheses  are  useful 
tools  in  the  development  of  improved  work  methods  in  pax-Licu]a  r opera- 
tional stages  of  the  various  marketing  processes  and  in  evaluating  the 
efficiency  of  different  methods  of  performing  particular  jobs* 

The  possibilities  of  cost  reduction  in  existing  plants  through  such 
application  of  economic-engineering  techniques  of  analysis  to  stage  and 
plant  operations  have  been  demonstrated  in  numerous  studies  by  the 
agricultural  experiment  stations*  the  U*  S„  Department  of  Agriculture* 
and  commercial  enterprises6  The  usefulness  of  these  techniques  in  pro- 
viding data  essential  to  the  synthesis  of  long-run  plant  cost  curves  in 
the  determination  of  economies  of  scale  and  in  studies  of  area  and 
industry  efficiency  has  also  been  demonstrated* 


a/  This  coefficient  relates  to  the  correlation  between  the  continuous 
mathematical  function  and  the  synthesized  costs  for  selected  rates  of 
output*  rather  than  to  correlation  between  estimated  and  observed  costs 
in  actual  plants. 


A major  disadvantage  of  these  procedures,  especially  with  plant  processes 
that  require  much  labor,  is  that  data  collection  and  analysis  may  have 
to  be  carried  on  in  great  detail  and,  hence,  be  timeconsuming  and  costly® 
Several  developments  may  be  hoped  for,  however,  that  will  help  in  this 
regard.  These  includes 

1®  Continued  improvement  in  the  methods  of  work  measurement  and  cost 
synthesis  with  good  prospects  of  developing  greater  readability 
of  measurement  and  reducing  study-time  requirements  and  costs* 

2*  Tiie  development  of  "standard  data"  for  typical  plant  jobs  and 
for  certain  kinds  of  durables  — for  example,  building  construc- 
tion costs,  which  can  be  made  available  as  reference  data  for  use 
in  new  studies  thus  reducing  the  time  required  for  field  data 
collection  and  analysis® 

3*  Effective  use  — in  studies  relying  primarily  on  accounting 

records  — of  limited,  and  strategic,  types  of  engineering  data  with 
the  aim  of  better  rationalization  of  accounting  record  data  and 
improved  prospects  for  analytical  work  based  on  accounting  records* 


Three  fields  of  application  for  engineering  in  marketing  research  are 
evident*  These  include  the  direct  participation  of  engineering  in  its 
traditional  role  of  process  analysis  and  process  and  machine  design 
and  development;  joint  work  in  process  development  and  in  studies  of 
costs  and  efficiency  by  economists  and  engineers;  and  the  borrowing  of 
more  readily  adapted  techniques  of  engineering  analysis  for  use  by 
economists  in  studies' of  marketing  efficiency*  The  best  approach  will 
depend  on  the  problem,  the  available  data,  and -objectives*  Continued 
work  in  this  field  should  result  in  a growing  body  of  experiences  and 
data  that  will  enhance  the  work  of  both  economists  and  engineers  in  the 
improvement  of  efficiency  in  marketing® 


Figure  Is  Total  cost  per  Season  (Excluding  MSl—  Figure  2:  Average  cost  per  1,000  pounds  (Excludin, 

terialsj  in  Relation  to  Rares  of  Total  Output*  Materials)  in  Relation  to  Rates  of  Total  Output, 

Assuming  that  80  Percent  of  the  Fruit  is  packed  Assuming  that  80  Percent  of  the  Fruit  is  Packed 
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RESOLUTIONS  ADOPTED  W THE  WORKSHOP 


Resolutions  Regarding  Procedure 

Be  It  Resolved: 

That  the  Workshop  proposed  for  next  year,  on  the  subject  "Effective 
Buying  and  Selling",  is  desirable,  and 

1.  That  the  attending  group  be  enlarged  to  include  home  economists, 
marketing  research  personnel  in  independent  research  agencies, 
and  private  firms  and  marketing  information  specialists; 

2.  That  preparation  and  presentation  of  Work  Group  reports  be 
arranged  so  as  to  permit  more  time  for  group  discussion; 

3.  That  the  chairman  of  each  Work  Group  prepare  in  advance  a 
tentative  outline  of  the  subject  of  his  group,  and  that  he 
also  prepare  a list  of  suggested  reading  references » 

a a That  consideration  be  given  to  planning  a Work  Group  which 
would  concern  itself  to  problems  in  comparatively  undeveloped 
area So 


Resolutions  of  Appreciation 

Whereas,  the  1953  National  Marketing  Workshop  has  been  of  inestimable 
value  to  those  who  attended  and  participated,  and. 

Whereas,  particularly  valuable  lessons  have  been  learned  from  our 
interchange  of  ideas  and  information  among  research  workers,  extension 
representatives,  and  service  and  regulatory  personnel,  and. 

Whereas,  the  success  of  the  Workshop  has  been  due  in  a large  measure 
to  the  thoughtful  planning  and  patient  execution  of  innumerable  details 
which  contributed  to  the  convenience,  comfort,  and  enjoyment  of  those  in 
attendance. 

Now,  Therefore,  Be  It  Resolved: 

That  the  members  of  the  Workshop  do  hereby  express  individually  and 
collectively  their  sincere  appreciation  to  all  who  have  had  a part  in 
making  the  Workshop  a success,  and  more  particularly: 

1«  To  the  Association  of  Land  Grant  Colleges  and  Universities,  to 
the  Organization  and  Policy  Committees  of  Experiment  Station  and 
Extension  Service  Directors,  and  to  the  Commissioners,  Directors, 
and  Secretaries  of  Agriculture  for  their  sponsorship  and  support 
of  the  Workshop ; 


- 1U5  - 


2*  To  Ray  Dressier,  Harry  Trelogan,  Barnard  Joy  and  their  associates, 
and  to  the  Planning  and  Advisory  Committee  for  their  effective 
efforts  in  planning  and  executing  the  Workshop  urogram; 

3c  To  the  Hniversity  of  California  and  to  its  local  staff  for  its 
generous  hospitality,  and  for  the  efficient  handling  of  the  many 
details  incident  to  the  housing,  comfort,  entertainment  and 
enjoyment  of  the  delegates; 

U,  To  the  several  chairmen,  secretaries  and  consultants  for  their 
invaluable  services  on  behalf  of  the  Workshoo  as  a whole,  and  on 
behalf  of  the  particular  groups  they  served; 

5,  To  all  those  who  made  contributions  in  the  form  of  addresses, 
papers,  or  as  discussion  leaders-, 


' 


©)A 


^tsvtiHr 


(Hr 


^ncuiro^, 


2^inioV^V 


2?on3<^ 


#*'ut*r. 


^jS.lMf.V, 


^cuity^ 


^cutittS 


^ID  Sty*. 


^>2S  otf§J 


rt>MIJf*» 


/AljHllS^ 


^naiir^ 


^cutty^ 


»\U>  s&* 


I^IKDV*^ 


^«Mf»/ 


^Wtr 


’'Hm'cQ 


S'V 


(tylS  Ott^ 


.«l«IMf*, 


^icuir^ 


^icuir^ 


H\M0  S 14,, 


^>)illOt*2 


^v«'«r  */ 


%jwrt<£ 


ui«iuri^ 


^ncuir^ 


^/tjs  «£, 


t^ii  jiA 


tv».n«f*/ 


lywwif^ 


^tVCULT^ 


^uKUir^ 


is®  «//, 


